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HOW  DO  WE  GIVE  CUSTOMERS 
BETTER  AND  BETTER  SERVICE  WITH 
FEWER  AND  FEWER  DOLLARS? 

HOW  DO  WE  KEEP  OUR  BRAND 
BRAND  NEW? 

HOW  DO  WE  FIND  THE  HOLY  GRAIL: 
EFFECTIVE  CRM? 


Find  the  answers  with  an  altogether  different  kind  of  thinking  about  marketing,  sales  and  service. 

Find  the  answers  with  IBM.  We  have  over  5,300  CRM  special ists — experts  in  On  Demand  Business - 
who  know  how  to  help  balance  and  optimize  revenue  growth,  customer  service  and  cost  reduction. 
We  understand  the  complexities  of  designing  a  CRM  function  that  can  help  deliver  better  service, 
improved  customer  satisfaction  and  tangible  ROI.  We’re  helping  TD  Waterhouse,  American  Power 
Conversion  and  Starwood  boost  profitable  growth;  we  could  help  you.  Learn  more  about  what  makes 
The  Other  IBM  different.  Visit  ibm.com/innovation/crm 

IBM  BUSINESS  CONSULTING 


IBM,  the  IBM  logo  and  On  Demand  Business  are  registered  trademarks  or  trademarks  of  International  filliBjls  I^a^ines  Corporation 
in  the  United  States  and/or  other  countries.  Other  company,  product  and  service  names  may  be  trademanrs'Wservice  marks  of  others 
©2005  IBM  Corporation.  All  rights  reserved. 
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Your  marketing  manager  is 


□  conducting  a  live  web  seminar 
U  presenting  online,  on-demand 

□  making  Sales  very,  very  happy 
0  all  of  the  above 


Submit 

_ _ _ 


Macromedia'  Breeze  web  communications  bring  your  message  to 
life,  so  you  can  generate  more  quality  leads.  Rich  multimedia  content  enables 
your  marketing  team  to  always  put  its  best  foot  forward-live  and  on-demand.  And  fuss-free 
access  through  any  web  browser  makes  it  easy  to  get  in  front  of  more  high-quality  leads, 
more  often.  See  for  yourself  how  Breeze  web  communications  really  speak  to  people. 


Go  to  www.macromedia.com/cmoj 
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Today's  world  crackles  with  the  electricity  of  innovation 


But  with  change  happening  at  breakneck  speed,  how  can  you  stay  ahead? 
Listen.  Watch.  Put  two  and  two  together  and  come  up  with  five. 
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CMO  Adviser 

Delivered  each  Wednesday  to  your  inbox, 
CMO  Adviser  tells  you  what's  new  on 
CMOmagazine.com. 

Also  check  out  our  monthly  newslet¬ 
ters  on  opinion,  branding  and  technology. 
Go  to  CMO  Newsletters. 
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Metrics 

How  much  more  influential  are  Internet 
ads  than  ads  in  TV  or  print?  We  know. 

You  can  find  out  at  CMO  Metrics. 

Collateral  Damage 

Constantine  von  Hoffman  explores 
marketing's  foibles,  follies  and  general 
folderol  in  his  not-quite-but-almost-daily 
blog.  Go  to  Collateral  Damage,  in  CMO 
Blogs. 
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Where  are  you  at  your  most  creative? 
What  time  of  day  do  the  ideas  arrive? 
What  does  it  take  to  jump-start  your 
inspiration?  Learn  how  your  most 
creative  moments  compare  to  those 
of  other  readers.  Take  the  quiz. 


,  A  (P 

![0) 

The  Resource  for 
Marketing  Executives 


President  and  CEO  Michael  Friedenberg 
Group  Publisher  Gary  J.  Beach 
Publisher  Stephen  Twombly 
Editorial  Director  Lew  McCreary 

EDITORIAL 

Editor  in  Chief  Robert  E.  O’Regan 
Managing  Editor  Elaine  M.  Cummings 
Managing  Editor,  Production  Cheryl  R.  Asselin 
Senior  Editor  Stephanie  Gelston 
Seniorwriters 

Christopher  Caggiano,  Constantine  von  Floffman 
Feature  writer  Samar  Farah 
Contributors 

Scott  Berinato,  Joyce  Pellino  Crane, 

Doug  Hall,  Fred  Hapgood,  Ralph  Keyes,  Jim  Lenskold, 
Martha  E.  Mangelsdorf,  Lauren  Gibbons  Paul, 
David  Reibstein,  Steve  Ulfelder 

COPY  TEAM 

Copy  Chief  Emily  S.  Henderson 
Senior  Copy  Editor  Diann  Daniel 
Copy  Editors  Cathy  Mallen,  Carol  Zarrow 

Editorial  Assistants 

Cassidy  Healzer,  Margaret  Locher,  Al  Sacco 
Editorial  intern  Christopher  Lynch 

RESEARCH  &  PROJECTS 
Research  Editor  Lorraine  Cosgrove  Ware 
Associate  Research  Analyst  Julie  Hanson 
Special  Projects  Manager  Lynne Z.  Rigolini 

DESIGN 

Executive  Director,  Art  and  Design  Mary  Lester 
Associate  Art  Director  Scott  Shultz 
Designer  Helen  Zhai 

Design  Operations  Specialist  Rachel  Barnett 

ONLINE  EDITORIAL 

Web  Editorial  Director  ArtJahnke 
Consulting  Editor  Janice  Brand 
web  Editor  Sandy  Kendall 
Web  Writer  PaulKerstein 

EDITORIAL  ADVISORY  BOARD 

Carter  Cast,  Walmart.com ;  Brian  Cohen,  Farmers 
Insurance  Group ;  Cammie  Dunaway,  Yahoo!]  Karen 
Haefling,  KeyCorp ;  Jim  Lenskold,  MarketingNPVJom 
O'Toole,  Hyatt]  Kim  Schaller,  Hershey  Entertainment  & 
Resorts]  Barbara  Sessions,  Winston  &  Strawn]  Earl  L. 
Taylor,  Marketing  Science  Institute]  Greg  Welch, 
Spencer  Stuart]  Matt  Wiant,  Atkins  Nutritionals] 
Charles  Young, Tyco 


INTERNATIONAL  DATA  GROUP 
Board  Chairman  Patrick  J.  McGovern 
CEO  PatKenealy 


#BPA 


o  CXO  Media  inc. 


ONLINE 

General  Manager  David  Churbuck 
E-Commerce  Manager  Andrew  Burrell 
Online  Analyst  Shannon  Macdonald 
Online  Producers  Todd  Borglund,  Bill  Hall, 

Jen  McCarthy,  Joe  Nguyen 
Online  Production  Specialist  Rupal  Patel 

INFORMATION  SYSTEMS 
Chief  Information  Officer  Mark  Hall 
Director  of  information  Technology  Dagmar  Eiben 
Infrastructure  Manager  James  C.  Burgoyne 
User  Services  Manager  Ron  Bettencourt 
Senior  user  Services  Specialist  Michael  Fahlsing 
Senior  IT  Specialist  Jonathan  Frappier 
Systems  Administrator  Robert  Reagan 
User  Support  Specialist  Gloria  Lam 
Seniorweb  Developers 
Sean  McCracken,  Ellen  Morey 
Associate  Web  Developer  Anthony  Servideo 


whatfs  online 


The  Best  Mistake 
You  Ever  Made 

Sometimes,  unplanned  events  deliver 
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you?  Tell  us  your  story 
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Webcast:  The  Power 
of  Social  Networking 

Public  relations  master  Larry  Weber  and 
Babson  College  Vice  President  of  Market¬ 
ing  Scott  Timmins  talk  about  how  social 
networking  tools  are  changing  the  face, 
and  the  mission,  of  marketing. 
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How  much  of  your  company's  value  is 
inherent  in  your  brand  name? 


Between 
20  and 
50  percent 


26% 


Between 
5  and 

20  percent 


More  than 
50  percent 


Less  than 
5  percent 


NUMBERS  THAT  COUNT 
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What's  missing  from  your  B2B  marketing  list? 


Experian  has  higher  hit  rates  and  millions  more  businesses  in  our 
database.  What  does  your  list  provider  have? 

Your  current  marketing  list  is  probably  missing  crucial  information  —  information  you  can  get  from 
Experian  right  now.  Our  search  and  match  technology  as  well  as  the  most  current  data  updates  ensure 
higher  hit  rates.  You  might  not  know  that  the  SBA  considers  99  percent  of  businesses  in  the  United 
States  "small."  We  do.  And  because  of  the  methods  Experian  uses  to  gather  and  sort  data,  we're  able 
to  verify  millions  more  qualified  small  businesses  than  other  list  providers.  So  all  in  all,  Experian®  has 
more  coverage  and  information,  than  anyone  else.  Now  you  can  have  a  marketing  list  with  some  real  bite 
to  it.  For  more  information  call  888  400  7956  or  visit  www.experian.com/b2b/list. 
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EVERY 


MARKETING 

PERSON 
WHO  HAS 


LONGED 


TO  UTTER 
THE  WORDS, 


I'M  CERTAIN" 


To  the  frequently  tenuous  endeavor  known  as  marketing,  Unica  provides  a  previously  unattainable 
level  of  surety.  In  a  word,  Affinium  Enterprise  Marketing  Management  (EMM)  software  allows  you 
to  be,  well,  certain.  Certain  when  it  comes  to  targeting  only  those  customers  that  care  about  your 
product.  Certain  when  you're  measuring  the  response  rates  of  campaigns.  Certain  when  you  need 
to  know  all  your  marketing  programs  are  on  budget,  on  schedule  and  on  target.  And  certain  when 
it  comes  to  the  next  frontier  of  aligning  your  entire  organization  into  a  customer-centric  enterprise. 

For  your  complimentary  copy  of  Forrester's  report,  "The  Marketing  Technology  Backbone",  log 
onto  www.unica.com/cmo,  or  call  1-877-864-2261  x331. 


©  2005  Unica  Corporation.  All  rights  reserved. 
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WRITER  Bryan  Stapp  chooses  to  ignore  the  fact 
that  brand  advertising  and  direct  response 
advertising  are  just  two  parts  of  an  effective 
marketing  mix.  A  company  using  such  a  mix 
will  devour  a  competitor  [who  uses]  one¬ 
dimensional  direct  response  advertising. 
Drew  Williamson 
Advertising  Sales  Manager 


Mixing  It  Up  _ 

Not  everyone  agreed  with  Bryan  Stapp's  August  column,  "The  Need 
for  Leads,"  which  explored  the  difference  between  direct  response 
and  brand  advertising.  Lively  debate  also  swirled  around  the  sales 
and  marketing  disconnect  highlighted  in  July's  issue. 


bringing  representatives  from  both  sales  and 
marketing  together  in  one  room  and  walking 
them  through  a  very  disciplined  process  of 
creating  the  message  that  marketing  wants 
delivered  to  the  field,  and  that  sales  believes 
will  help  them  close  more  business.  Both 
organizations  will  enthusiastically  buy  into 
the  new  message.  If  you  deploy  it  correctly, 
you  get  full  alignment  in  the  field.  Who  wins? 
You  do. 

Jenna  Poinier 

Di  rector  of  Prod  uct  Development 

Corporate  Visions 


ened  if  both  departments  worked  together  to 
create  a  singular  platform  for  marketing  exe¬ 
cution.  They  would  have  a  place  to  go  to  get 
the  instruction,  information  and  materials 
they  need.  They  would  be  on  the  same  page 
more  often  and,  because  of  the  efficiency 
gains  realized,  they  would  have  more  time  to 
mutually  work  on  strategy.  And  everybody 
would  live  happily  ever  after. 

Bryan  Bogensberger 

President 

Marketinglsland 


LOVED  the  article  on  "The  Need  for  Leads." 

It  was  dead  on. 

Mollie  Spilman 
SVP,  Marketing 
Advertising.com 

A  Failure  to  Communicate 

THE  BIGGEST  GAP  between  sales  and  market¬ 
ing  ("Culture  Crash,"  July)  is  what  to  talk 
about  with  the  outside  world.  If  you  want 
people  to  buy,  believe  or  change,  you  have  to 
start  with  a  different  point  of  view,  one  that 
makes  them  say,  "That's  interesting.  Tell  me 
more."  Positioning  and  value  propositions  are 
great  internal  planning  tools,  but  too  many 
marketers  stop  there.  Success  starts  with  con¬ 
versations  that  are  worth  having.  It's  the  gen¬ 
uine  ideas  that  make  the  world  go  around. 
Lois  Kelly 
Janet  Swaysland 
Partners 
Fogbound 

YOU  CAN  produce  incredible  energy  on  new 
product  and  corporate  message  launches  by 


ONE  OF  THE  MOST  damaging  causes  of  the 
marketing-sales  disconnect  is  the  lack  of  one 
process,  one  platform  on  which  to  execute.  I 
run  a  marketing  operations  management 
company  but  I  had  to  weigh  in.  I  really  believe 
this  to  be  true... and  here's  why. 

As  a  district  sales  manager  with  a  major 
CPG  company,  I  didn't  get  along  with  market¬ 
ing.  The  reason  had  nothing  to  do  with  the 
fact  that  they  weren't  aligned  strategically.  It 
had  everything  to  do  with  how  difficult  it 
was  to  execute  the  programs  they  created. 
Communication  was  poor.  Getting  the  mate¬ 
rials  was  inefficient  and  error-prone.  Timing 
was  out-of-synch  with  the  national  portions 
of  the  programs.  Localization  or  personaliza¬ 
tion  were  virtually  impossible. 

The  fact  is,  executing  marketing  programs 
is  complex  and  time-consuming.  Without  a 
clearly  defined,  documented  and  consis¬ 
tently  understood  process,  executing  market¬ 
ing  programs  is  "custom  manufacturing" 
every  single  time. 

The  effectiveness  of  the  marketing  and 
sales  relationship  could  be  greatly  strength- 
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ABOUT  IDG  International  Data  Group  (IDG),  the  leading 
global  provider  of  IT  media,  research,  conferences  and 
events,  informs  more  people  about  technology  than  any 
other  company  in  the  world.  Offering  the  widest  range  of 
media  options,  IDG  reaches  more  than  120  million  technol¬ 
ogy  buyers  in  85  countries  representing  95  percent  of 
worldwide  IT  spending.  IDG  publishes  more  than  300 
newspapers  and  magazines  in  85  countries,  led  by  the 
Computerworld,  Infoworld,  Macworld,  Network  World,  PC 
World  and  CIO  global  product  lines.  IDG  offers  online  users 
the  largest  network  of  technology-specific  sites  around  the 
world  through  IDG.net  (www./dg.net),  a  gateway  to  IDG's 
330  websites  powered  by  more  than  2,000  journalists 
reporting  from  every  continent  in  the  world.  IDG  also  pro¬ 
duces  168  technology-related  conferences  and  events,  and 
research  company  IDC  provides  global  market  intelligence, 
analysis  and  forecasts  in  43  countries. 
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If  you  want  to  be  smarter  about  your  company,  your  competitors  and  your  market,  talk  to  Biz360.  Our 
flagship  market  intelligence  solution,  Market360,  continuously  analyzes  global  news,  and  information  from 
print,  broadcast  and  online  sources  to  measure  your  marketing  effectiveness  and  find  the  issues  that  are 
important  to  you.  The  result  is  real-time  insight  you  and  every  other  decision  maker  in  your  company 
can  use  to  help  make  your  company  more  strategic,  more  competitive  and  more  profitable. 


Let  us  show  you  why  business  decision  makers  rely  on  the  real-time  insight  they  get 
from  Biz360.  Call  us  at  866.424.9360,  or  visit  www.biz360.com/cmomag. 


BIZ 


©  2005  Biz360  Inc.  All  rights  reserved. 


from  the  editor 


CONVENTIONAL  wisdom 
holds  that  great  marketers,  like 
great  companies,  stay  ahead 
of  the  curve  by  following  one 
simple  rule:  Listen  to  your 
customers,  and  then  give  them 
what  they  ask  for. 

Our  advice  is  to  forget  what  conven¬ 
tional  wisdom  says.  If  you're  looldng  for 
new  ideas,  customers  are  often  the  last 
place  to  look,  because  most  don't  actively 
seek  the  cutting  edge  or  the  next  big  thing. 
Customers  couldn't  have  told  you  they 
wanted  an  iPod,  for  example,  but  millions 
bought  one.  They  wouldn't  have  asked  for  a 
$4  Caramel  Macchiato  before  you  gave  it  to 
them.  If  customers  were  the  primary 
source  of  insight,  you'd  still  be  puzzling 
over  the  value  of  this  thing  called  the 
World  Wide  Web. 

Prompted  for  fresh  ideas,  most  customers 
simply  tell  you  what  you — and  your  com¬ 
petitors — already  know.  They  don't  want  to 
think  about  it.  They  figure  that's  your  job. 


What's  the  Big  Idea? 


And  they're  right.  Instead  of  giving  cus¬ 
tomers  what  they  ask  for,  the  innovative 
CMO  gives  them  what  they  want  before  they 
want  it. 

Innovation.  This  is  the  focus  of  our  First 
Anniversary  issue — cutting-edge  CMOs  at 
cutting-edge  companies  who  truly  have 
what  it  takes  to  compete:  the  ability  to  tease 
out  the  emotional  underpinnings  of  the  cus¬ 
tomers'  unspoken  desires.  And  we've  asked 
them  to  share  their  vision  for  the  future  and 
how  they  are  preparing  for  it. 

We  start  with  Procter  &  Gamble's  global 
marketing  officer,  Jim  Stengel  (see  "Inside 
the  Box,"  Page  24),  who  doesn't  just  ask  con¬ 
sumers  questions.  He  and  his  team  practi¬ 
cally  move  in  with  customers  to  find  out,  ad 
locum,  how  P&G  could  fit  in  to  their  lives. 
By  trusting  his  gut  and  taking  some  risks, 
Stengel  is  reinventing  the  discipline  of  con¬ 
sumer  research  and  innovating  in  the  world 
of  consumer  packaged  goods,  and  beyond. 

Innovation  also  requires  an  inquiring 
mind  and  the  gumption  to  get  out  there  and 
take  a  good  look  at  the  world  around  you. 

To  see  what  others  have  found,  we've  asked 
some  top  marketers  where  their  best  ideas 
come  from  and  what  innovation  means  to 
them  (see  "Dream  Weavers,"  Page  30).  What 
they  say  will  surprise  you. 

Surprise  is  an  inherent  quality  of 
serendipity,  another  valuable  tool  for 


the  innovative  CMO.  Yet,  we  wonder  if 
serendipity  is  being  squelched  and  in  the 
process,  damming  off  an  important  tribu¬ 
tary  of  innovative  ideas  (see  "In  Praise  of 
Serendipity,"  Page  80). 

On  the  other  hand,  innovation  isn't  all 
happy  accidents.  Finding  it  also  encom¬ 
passes  an  active  process,  one  that  can  be 
learned.  IDEO,  a  product  design  firm,  has 
implemented  just  such  a  process  to  bring 
order  to  the  chaos  of  brainstorming  (see 
"Method,  Not  Madness,"  Page  38).  "Any 
trend  monkey  can  come  up  with  a  bunch  of 
ideas,"  says  IDEO's  Dan  Schwartz.  The  key 
thing  to  ask,  he  says,  is,  "Am  I  solving  the 
right  problem?" 

Well,  are  you?  The  gap  between  those 
who  get  it  and  those  who  don't  is  widening 
quickly.  If  you  want  to  be  among  those  who 
get  it,  read  on.  Ideas  are  a  dime  a  dozen. 
Innovation  is  priceless. 


ELAINE  M.  CUMMINGS,  MANAGING  EDITOR 

c  u  m  m  i  ngs@cxo.co  m 
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BRAND  STRATEGIES 

Straight  Up 

No  nutty  flavors.  No  oak  complexity. 

Australia's  Yellow  Tail  wine  has  cap¬ 
tured  the  palates  of  thousands 
of  wine  drinkers  with  nary 
a  mention  of  tannins  or  vin¬ 
tage.  Bounding  into  first 
place  with  its  bright,  bold 
wallaby  labeling,  Yellow 
Tail  has  become  the  hottest 
Australian  wine  brand  in 
the  world,  with  sales  of 
more  than  10  million 
cases  in  2004  in  the 
United  States  alone. 

And  all  because  someone 
thought  that  drinking  wine 
could  be  fun.  To  all  but  the 
most  sophisticated  drinkers, 
the  aisles  and  aisles  of  wine 
varieties  are  intimidating — 

Is  that  a  bordeaux  or  a  bur¬ 
gundy?  A  pinot  noir  or  a 
Pouilly-Fuisse?  Complicated 
labeling  boasts  terminology 
only  understandable  to  con¬ 
noisseurs,  and  even  mer¬ 
chants  have  a  hard  time 
recommending  a  bottle  to 
bewildered  buyers. 

But  while  other  wineries 
focus  on  prestige.  Yellow  Tail's 
maker  has  introduced  simplicity 
into  the  mix.  Casella  Wines  replaced 
hoity-toity  attitudes  with  pure  and  simple 


[yellow  tail ] 


fun.  In  doing  so,  it  didn't  just  steal  sales  from 
competitors — it  actually  grew  the  market, 
says  W.  Chan  Kim,  coauthor  of  Blue  Ocean 
Strategy.  By  making  wine  easy,  Casella 
brought  new  people  into  the  wine  mar¬ 
ket;  it  encouraged  novice  wine  drinkers 
to  drink  wine  more  frequently;  it 
helped  jug  wine  drinkers  move 
upscale,  and  drinkers  of  more 
expensive  wines  move  down.  In 
other  words,  it  persuaded 
almost  everyone  to  become  con¬ 
sumers  of  Yellow  Tail. 

Casella  was  also  the  first  to 
put  both  white  and  red  wines 
into  same-shaped  bottles. 
ACNielsen  figures  show  that 
Yellow  Tail's  Shiraz  and  merlot 
hold  the  top  spots  for  750-ml 
bottles  of  red  wines  sold  in  the 
United  States  today,  surpassing 
even  the  wines  of  France  and 
Italy.  "In  the  space  of  a  few 
years,"  Kim  says,  "Yellow  Tail 
has  emerged  as  the  fastest- 
growing  brand  in  t  he  history  of 
the  Australian  and  U.S.  wine 
industries." 

-Elaine  M.  Cummings 


Australia  is  now  the  second 

leading  U.S.  import  source  for  wine  in 
terms  of  volume,  behind  Italy 

and  surpassing  France. 

SOURCE:  BUSINESS  TREND  ANALYSIS 
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GOOGLE  MAYBE  the  ultimate  keeper  of  Internet  secrets,  but  those  goofy  digits  at 
the  end  of  your  arm  are  really  a  biological  search  engine.  On  average  our  hands 
are  connected  to  70%  to  80%  of  our  brain  cells.  Because  our  brains  can 
handle  only  so  much  information  at  once,  we  know  a  lot  more  at  any  given 
moment  than  we  think  we  know.  But  how  does  one  unlock  that  information? 

Creativity  experts  say  playing  and  building  models  with  your  hands — using 
materials  such  as  Legos  or  clay — are  the  most  efficient  ways  to  pull  all  your 
thoughts  together,  including  ones  you  didn't  know  you  had.  Keep  that  "in 
mind"  the  next  time  you  go  blank. 


SOURCE:  LEGO 


60%  to  80%  of  new 

products  are  noton 
the  shelf  three  years 
after  they  have  been 
introduced. 

SOURCE:  LEN  LODISH,  PROFESSOR  OF  MARKETING  ATTHE 
UNIVERSITY  OF  PENNSYLVANIA'S  WHARTON  SCHOOL 


14  September  2005  cmomagazine.com 


PHOTO  BY  CHRIS  BEAUDOIN;  ILLUSTRATION  BY  WARD  SCHUMAKER,  THE  ISPOT.COM 


r 


Cause  insights  to  happen  ratherthan  wait  for  them.  And  remember:  You're  limited  by  your  own  bandwidth. 


If  you  rely  on  other  people's  creativity,  your  business  will  take  off. 


People  reach  their 
peak  of  alertness 
between 
6  p.m.  and  7  p.m. 

Much  to  the  chagrin  of 
employers  everywhere, 
humans  have  evolved  to  be 
most  wide-eyed  during— 
when  else— happy  hour. 

Don't  blame  employees. 

When  a  good  day  gathering 
nuts  was  something  to  be 
happy  about,  early  evening 
was  most  likely  spent  securing  the  hearth  for  a  safe  night's  sleep. 
Human  alertness  also  rises  at  dawn  or  early  morning.  Bosses  beware: 
Trying  to  mess  with  this  natural  cycle  won't  get  you  very  far.  Even 
workers  who  take  permanent  late-night  shifts  never  fully  adjust  their 

clocks,  experts  say.  SOURCE:  CIRCADIAN  TECHNOLOGIES 


According 
totheU.S. 
Department  of 
Labor,  only 
6%  of  the  work¬ 
force  is  engaged 
in  creative 
occupations. 

SOURCE:  IMAGINATIK 


•  The  year  the 
U.S.  Census  Bureau  eliminated 
the  title  “inventor”  as  a  job 
category.  Who  are  the  Edisons 
and  Bells  of  today?  Many  of  the 
new,  new  thinkers  are  toiling  under 
the  obscure  title  of  “researcher”  at 
large  institutions.  Before  1940,  these 
same  great  minds  would  have  been 
categorized  by  the  Census  Bureau  as 

“inventors.”  SOURCE:  JUICE,  BY  EVAN  SCHWARTZ 


1940 


11.356 


The  number  of  books  with  the  word 
innovation  in  the  title  at  Amazon.com. 
The  online  bookseller  also  lists  521  titles 

featuring  the  word  innovator .  SOURCE:  AMAZC 


Ideas  in  Bloom 

Innovation  is  a  thing  best  grown  in  fertile 
soil.  So  how  do  you  create  an  ecosystem 
where  new  ideas  can  thrive  every  day? 

^  Recognize  the  great  untapped  genius  that 
lies  within  everyone.  Creativity  knows  no  age, 
gender,  sexual  orientation  or  class,  says  Richard 
Florida,  author  of  The  Rise  of  the  Creative  Class 
and  The  Flight  of  the  Creative  Class.  Tolerance, 
flexibility  and  diversity  should  be  the  watchwords 
for  every  company  concerned  with  innovation. 
When  companies  designate  only  certain  people  as 
"innovators"  and  others  as  "helpers"  or  "imple- 
menters,"  everyone  loses  out. 

Encourage  a  free  exchange  of  ideas.  Just 
how  open  is  your  open-door  policy?  Can  employ¬ 
ees  come  to  you  with  any  idea,  or  do  you  knock 
down  ideas  you  don't  like?  During  brainstorming 
do  you  encourage  long  sessions  of  idea  genera¬ 
tion  before  evaluation  begins? 

^  Find  out  what  your  employees  want.  Exter¬ 
nal  rewards— stock  options  and  bonuses— will 
only  motivate  people  so  far.  What  really  gets  and 
keeps  them  engaged  is  the"flow,"  the  experience 
of  becoming  one  with  a  task.  When  flow  happens, 
the  engagement  it  creates  is  better  motivation 
than  any  external  reward  can  provide.  Do  what  is 
necessary  to  keep  employees'  jobs  exciting. 

See  innovation  as  a  cross-functional  effort. 

Even  the  folks  in  accounting  can  contribute  to 
creative  endeavors.  Innovative  companies  thrive 
because  they  have  engendered  collaboration 
among  people  from  widely  varying  disciplines.  In 
so  doing,  they  create  something  unique. 

^  See  innovation  as  ongoing.  It's  a  mistake  to 
think  of  product  development  or  campaign  devel¬ 
opment  as  finite  processes.  Companies  must  be 
continually  harvesting  creativity  in  all  aspects  of 
the  organization. 

^  Promote  flexibility.  Rigidity  chokes  innova¬ 
tion.  You  can  see  that  quite  clearly  with  nonnego- 
tiable  work  hours,  for  example.  While  one  person 
may  be  struck  with  creative  ideas  in  the  morning, 
another  may  be  inspired  closer  to  the  evening. 

^  Limit  barriers  to  creativity.  To  the  greatest 
extent  possible,  clear  the  way  for  employees  to 
create.  Worries  about  day  care  or  a  slew  of  meet¬ 
ings,  for  example,  interfere  with  creative  thought. 
Smart  companies  make  employees'  lives  easier, 
leading  to  creative  and  financial  rewards. 

-Diann  Daniel 
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Juggling  Act 


THINK  YOUR  CEO  IS  ODD?  Mario  D'Amico's  boss, 
Guy  Laliberte,  started  out  his  professional  life  as  an 
accordion  player,  stilt-walker  and  fire-eater.  Not  too 
surprising,  perhaps,  given  that  Laliberte  is  the 
founder  and  CEO  of  Cirque  du  Soleil,  the  Canadian 
troop  that  in  1984  redefined  what  a  circus  can  be. 
What  started  out  as  some  20-odd  street  performers 
has  transformed  into  a  worldwide  brand.  Cirque 
boasts  nearly  3,000  employees  worldwide  (among 
whom  are  800  performers)  and  will  present  six  tour¬ 
ing  shows  and  five  fixed-venue  shows.  D'Amico 
joined  Cirque  du  Soleil  as  vice  president  of  marketing 
in  1999  after  more  than  a  decade  as  vice  president 
of  Publicis/BCP  Canada. 

CMO:  When  you  were  a  child,  did  you 
dream  of  running  off  and  joining 
the  circus? 

Mario  D'Amico:  It  would  be  such  a 
romantic  story  if  I  did,  you  know? 

I've  been  to  my  share  of  circuses, 
but  I  had  no  real  yearning  to  run 
off  and  join  one. 

What  is  the  Cirque  du  Soleil 
brand  image? 

When  you  ask  people  for 
one  word  when  you  say 
"Cirque  du  Soleil," 
they'll  often  say  "cre¬ 
ativity."  It's  a  very 
human-centric  land 
of  brand.  It's  not  about 
machines,  it's  not  about 
technology.  It's  about  physically  what 
the  human  body  can  do.  Combine  that 
with  a  little  bit  of  beauty  and  a  little  bit  of 
grace,  a  little  bit  of  poetry  and  a  little  bit  of 
magic,  and  that's  the  Cirque  du  Soleil  bundle. 

What  is  marketing  responsible  for 
at  Cirque? 

Marketing  is  cool  at  Cirque,  because  it  goes  every¬ 
where.  It  starts  with  brand  management  and  help¬ 
ing  our  merchandising  department  to  develop 
products  that  are  in  line  with  the  brand  value.  Then 
there's  tour  and  residential  marketing:  How  long  you 
put  tickets  on  sale,  how  many  shows  you  open,  how 


you  price  those  shows  in  comparison  to  competition. 
Then  there  is  public  relations.  One  could  argue  that 
that's  our  number-one  asset  at  Cirque  du  Soleil.  We're 
able  to  constantly  feed  writers  stories  that  are  inter¬ 
esting  and  relevant  to  their  particular  media.  Then 
there  is  sponsorship  and,  obviously,  advertising. 

What's  the  most  challenging  part  of  your  job? 

We've  doubled  the  number  of  shows  in  five  years. 
With  that  growth,  Cirque  du  Soleil  has  to  remain  that 
special  treat  so  that  when  it  comes  to  town,  you  have 
to  see  it  because  it  probably  won't  be  back  for  another 
two  or  three  years.  What  keeps  me  up  at  night  is  a 
concern  that  we  become  run-of-the-mill. 

What  are  the  perks  of  your  job?  Do  you 
ever  get  to  go  on  a  trapeze?  Or  is  one 
of  the  perks  that  you  don't  have  to 
get  up  on  the  trapeze? 

The  international  headquarters  in 
Montreal  is  like  a  campus.  We've 
got  huge  gymnasiums.  So  I  like  to 
wander  around  and  try  things 
out.  I've  actually  done  some¬ 
thing  called  the  Russian  swing; 

I  almost  killed  myself  doing  it. 
You'll  have  a  performer  teach¬ 
ing  you  how  to  jump  on  a 
trampoline,  where  to  put 
your  weight  and  your  cen¬ 
ter  of  gravity  and  all  that 
stuff.  Those  are  nice  little 
perks.  But  you  know,  this  is 
incredibly  dangerous  stuff.  It's  only 
when  you  jump  up  and  down  a  couple 
feet  on  a  trampoline  that  you  realize: 

You  fall  the  wrong  way  and  you've 
broken  a  hip.  -Constantine  von  Hoffman 

MARIO  D'AMICO,  vice  president 
of  marketing  for  Cirque  du  Soleil, 
manages  the  brand  with  the 
greatest  of  ease. 
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Don't  be  surprised  by  surprises.  Be  open  to  accidents,  messes,  failures  and  other  disasters. 
And  treat  them  as  potential  strokes  of  good  luck. 


PHOTO  BY  MAY  TRUONG 


UNITED  STATES 
POSTAL  SERVICE ® 


PO  Box  23270 
Washington  DC  20026-3270 


BUSINESS  REPLY  MAIL 

FIRST-CLASS  MAIL  PERMIT  NO.  73026  WASHINGTON  DC 

POSTAGE  WILL  BE  PAID  BY  ADDRESSEE 


U.S.  POSTAL  SERVICE 
PO  BOX  149263 
AUSTIN  TX  78714-9632 


NO  POSTAGE 
NECESSARY 
IF  MAILED 
IN  THE 

UNITED  STATES 


ANTHONY  FERA 
ACCOUNT  DIRECTOR 

JUST  DISCOVERED  A  BOLD  NEW  WAY  TO  GRAB  HIS 
TARGET'S  UNDIVIDED  ATTENTION.  IT'S  CALLED  HAIL 

IiIiiIIiiIiIIiiiIiIhiiIIhiIiIhIIiiIIiiImIiIiiiII 


Consumers  spend  an  average  of  25  minutes  with  Direct  Mail  and  30  minutes  with  catalogs.  These  are  just  some 
of  the  facts  you’ll  learn  in  the  Mail  Moment  series  of  free  white  papers  from  the  U.S.  Postal  Service?  In  this  day  of 
multitasking  and  media  overload,  people  actually  look  forward  to  spending  some  one-on-one  time  with  their  Mail 
Learn  how  to  make  them  spend  quality  time  with  your  message  when  we  send  you  the  Mail  Moment  series.  Just  visit 
usps.com/mailworks  or  return  the  Business  Reply  Mail1M  Card. 


UNITED  STATES 
POSTAL  SERVICE 


usps.com 


©2005  United  States  Postal  Service.  Eagle  symbol  and  logotype  are  registered  trademarks  of  the  United  States  Postal  Service. 


the  core 


MARKETING  FUNDAMENTALS 


Ego  Systems 

Maybe  the  problem  isn't  the  system.  Maybe  it's  you. 

BY  DOUG  HALL 


HEY,  BIG  CHIEF  MARKETER,  LORD  OF  VISION.  Everybodyis 
looking  to  you  to  be  innovative.  Meanwhile,  innovation  failure  is  reaching 
epidemic  levels. 

In  response,  managers  in  general  have  moved  to  a  world  of  whining.  "We'd 
be  successful  if  it  weren't  for  Wal-Mart,"  they  complain.  "If  it  weren't  for  oil 
prices,  or  Wall  Street,  or  China. . .."  The  list  goes  on  and  on.  Today's  mood  is  reminiscent  of  the 
'80s  when  Japanese  automakers  were  devastated  by  their  more  egotistical  counterparts  in 
Detroit.  Instead  of  boasting,  the  Japanese  quietly  learned  how  to  build  a  car  more  quicldy  and 
more  effectively.  Their  primary  teacher  in  this  cause  was  W.  Edwards  Deming,  a  statistician 
brought  to  Japan  following  World  War  II  by  U.S.  Army  Gen.  Douglas  MacArthur  to  help 
rebuild  the  Japanese  economy. 

Deming's  worlcgave  birth  to  a  wealth  of  disciplines,  the  most  famous  of  which  was  his  Six 
Sigma  approach  to  enhancing  quality.  Numerically  he  found  that  94  percent  of  all  quality 
problems  are  due  to  the  system,  leaving  only  6  percent  to  worker  error.  His  message  to  man¬ 
agement  was  very  simple:  It's  the  system ,  stupid!  With  manufacturing,  "systems"  of  produc¬ 
tion  involve  the  details  of  how  products  are  formulated  and  assembled.  With  marketing 
and  innovation,  "systems"  drive  how  we  think.  Thinking  systems  are  the  principles  and 
processes  that  we  use  to  guide  our  business  decisions. 

Deming  taught  that  "beating  the  worker"  would  not  change  results.  It  was  only  by  removing 
the  ego — and  focusing  on  the  system  instead — that  meaningful  and  measurable  improvement 
could  take  place.  Today,  as  Toyota  continues  to  grow  and  GM  faces  more  hard  times,  it's  clear  that 
the  power  of  committing  to  a  Total  Quality  approach  is  enduring. 

To  make  this  quantitative,  look  at  two  simple  facts.  You'd  think  that  incremental  innova¬ 
tion  is  less  risky  than  new-to-the-world  innovation.  The  truth  is  that  incremental  innova¬ 
tions  are,  at  a  minimum,  2.6  times  less  likely  to  be  successful.  It  doesn't  matter  how  you  define 


success  (either  as  top-line  sales  or  bottom- 
line  profits).  And  is  a  voice-of-the-customer 
approach  really  the  most  likely  path  to  suc¬ 
cess?  Research  shows  that  a  strategy  that 
anticipates  the  future  is  10  times  more  pre¬ 
dictive  of  success  than  simply  doing  what 
customers  ask  for.  Why?  Customers  don't 
know  what's  possible. 

In  other  words,  if  you  follow  traditional 
thinking,  you'll  be  26  times  less  likely  to  be 
successful  with  your  innovation.  How's  that 
for  a  bottom  line? 

Deming's  methods  can  transform  innova¬ 
tion  success  for  CMOs  just  as  they  did  for 
Toyota.  For  some  reason,  though,  sales  and 
marketing  don't  get  it.  Instead  of  fixing  the 
innovation  system,  they  change  the  people. 
And  then  they  expect  a  miracle.  The  career 
life  expectancy  of  CMOs  is  growing  shorter 
and  shorter.  Is  it  the  people  or  the  system? 
The  answer  is  obvious:  The  people  are  chang¬ 
ing,  but  the  results  are  not. 

Think  about  what  guides  your  thinking 
systems.  Do  you  make  decisions  based  on 
your  past  experiences  or  based  on  the  science 
of  what  drives  innovation  success?  If  you're 
like  most  business  leaders,  your  thinking 
is  guided  by  your  past  history.  You  make 
straight-line  projections  from  the  past  to  the 
future.  You  assume  (did  you  catch  the  subtle 
reference?)  that  a  one-time  success  early  in 
your  career  is  an  absolute  truth.  And  no  mat¬ 
ter  what  the  situation,  you'll  follow  it  again 
and  again. 

Alternatively,  you  could  make  decisions 
based  on  the  science  of  success.  Each  month 
the  world's  top  innovation  scientists  con¬ 
duct  statistically  valid  research  and  publish 
the  findings  in  academic  journals.  Do  you 
bother  to  read  them?  Do  you  take  advantage 
of  the  wisdom  of  truth? 

As  CMO,  you  are  responsible  for  setting 
the  vision  and  the  thinking  systems  that 
guide  your  company,  brands  and  people.  You 
need  to  provide  the  leadership,  and  you  need 
to  provide  the  energy.  Stop  relying  on  work¬ 
ing  harder,  and  start  working  smarter.  Focus 
instead  on  thinking  deeply  about  your  sys¬ 
tem  of  creating,  making  decisions  and  exe¬ 
cuting  ideas.  • 


Doug  Hall  is  chairman  of  the  Eureka!  Ranch  and 
author  of  Jump  Start  Your  Marketing  Brain.  Send 
comments  to  cmofeedback@cxo.com. 
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YOU’RE  ACCOUNTABLE  FOR  BRAND  REPUTATION. 


YOU’RE  ACCOUNTABLE  FOR  BUSINESS  RESULTS. 


IN  CASE  YOU  MISSED  IT,  YOU’RE  ACCOUNTABLE. 
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what  you  get.  The  most  comprehensive  tracking  and  analysis  across  all  media  —  including  coverage 
in  near-real-time  from  all  210  U.S.  broadcast  markets.  Plus  immediate  access  to  editorial  and  ad 
content  via  industry-leading  Web-based  monitoring  and  management  solutions.  That’s  big-picture 
accountability.  That’s  the  advantage  of  VMS.  To  know  better,  call  now.  1 .800.VMS.2002.  Or  go 
online  to  www.vmsinfo.com 


vms 

KNOW  BETTER. 

©2005  VMS.  All  rights  reserved. 


uncommon  denominators 


METRICS  THAT  MATTER 


A  Well-Oiled  Machine 

Love  'em  or  hate  'em,  measurements  are  a  critical  part  of  the 
marketing  process.  Are  yours  up  to  speed? 


BY  JIM  LENSKOLD 


ANY  OF  US  ARE  LOOKING  forthe  perfect  way  to  measure  adver¬ 
tising's  effectiveness  and  specific  results.  Unfortunately,  no  Holy  Grail 
exists.  The  marketing  environment  is  complex,  and  a  mix  of  different 
research  initiatives  is  required  to  truly  tell  us  how  well  we  are  perform¬ 
ing  and  where  improvements  are  necessary.  Measurements  are  a  critical 
part  ol  the  marketing  process,  but  in  most  companies,  marketing  falls  far  short  of  its  potential 
by  not  tapping  into  the  proven  or  emerging  methodologies  available. 

What  is  it  that  makes  marketing  measurements  so  challenging?  Well,  in  order  to  demon- 
sti  ate  the  impact  of  your  marketing  programs,  you  need  to  measure  the  customer  and  sales 


activity  that  follows  those  initiatives  and 
compare  it  with  the  activity  that  would  have 
happened  without  them.  The  difference  is 
the  incremental  impact  of  your  efforts. 

Sounds  simple,  perhaps,  but  how  do  you 
know  what  would  have  happened  without 
your  marketing,  given  that  your  company 
and  competitors  have  other  sales  and  mar¬ 
keting  initiatives  running  at  the  same  time? 

I  met  a  CMO  who  explained  to  me  how 
he  tracks  sales  activity  prior  to  the  market¬ 
ing  campaign  and  compares  it  with  sales 
activity  during  and  after  the  campaign. 
When  there  is  a  positive  increase  in  sales,  he 
attributes  the  lift  to  marketing.  When  sales 
decrease,  he  attributes  it  to  external  factors 
in  the  market.  In  reality,  the  sales  levels  are 
constantly  fluctuating,  so  the  measurements 
are  far  from  valid  regardless. 

As  amusing  as  his  approach  sounds,  this 
was  actually  how  the  company  made  its  deci¬ 
sions — and  I've  heard  another  dozen  people 
repeat  the  same  story. 

One  of  the  best  measurement  tools  I've 
found  for  isolating  the  impact  of  marketing 
initiatives  is  market  testing,  or  experimental 
design:  using  test  and  control  groups.  The 
control  group  (from  which  a  portion  of  the 
marketing  is  withheld)  represents  what 
would  have  happened  in  the  absence  of  that 
marketing  component.  The  approach  can  be 
used  to  measure  the  effectiveness  of  an  entire 
campaign,  the  incremental  value  of  one  mar¬ 
keting  channel  within  a  campaign  mix,  or  the 
impact  of  increasing  ad  spending  over  the 
existing  level. 

Marketing  mix  modeling  can  also  be  used 
to  establish  the  correlations  between  mar¬ 
keting  and  sales  activity.  The  analysis  shows 
which  portion  of  previous  sales  activity  can 
be  attributed  to  each  of  the  various  market¬ 
ing  initiatives.  The  portion  of  activity  that 
does  not  correlate  to  any  marketing  is 
considered  the  base  activity  that  would  be 
present  without  any  marketing.  This 
methodology  does  not  require  a  control 
group  and  can  be  run  on  historical  data.  Its 
key  limitations,  however,  include  the  inabil¬ 
ity  to  measure  the  impact  of  smaller  initia¬ 
tives  and  that  it  provides  limited  diagnostic 
analysis  to  understand  exactly  what  is  driv¬ 
ing  the  sales  activity. 

I've  been  a  major  skeptic  when  it  comes  to 
using  quantitative  survey  research  as  a  pri- 
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mary  source  for  assessing  the  impact  of  mar¬ 
keting  on  actual  sales  outcomes.  Survey 
research  is  an  excellent  source  of  under¬ 
standing  customer  perceptions  and  attitudes, 
but  it  is  hard  to  trust  self-reported  purchase 
behaviors  and  the  correlation  to  marketing 
activity.  Recently,  however.  I've  been  con¬ 
verted  after  seeing  an  innovative  measure¬ 
ment  methodology  that  integrates  modeling 
with  quantitative  research. 


data  allows  us  to  make  solid  strategic  deci¬ 
sions  with  confidence." 

By  gaining  insight  into  the  performance  of 
each  specific  ad  extending  across  all  forms  of 
media,  the  communications  team  at  Raytheon 
has  been  able  to  improve  its  effectiveness  by 
determining  the  positioning  and  messaging 
that  best  differentiates  the  organization's  abil¬ 
ity  to  support  the  mission  of  its  customers — 
and  ultimately  the  mission  of  the  men  and 


lations  to  the  survey  data  that  have  proven 
to  be  quite  accurate. 

The  strategic  value  of  this  methodology  is 
really  in  the  diagnostics.  The  analysis  identi¬ 
fies  the  performance  of  each  specific  ad,  as 
well  as  competitors'  ads,  in  terms  of  break¬ 
through  and  recall,  message  relevance  and 
persuasiveness — all  critical  components  of 
effectively  influencing  customer  behaviors. 
Marketers  get  a  clear  picture  of  where  barri- 


Survey  research  is  an  excellent  source  of  understanding  customer 
perceptions  and  attitudes,  but  it  is  hard  to  trust  self-reported 
purchase  behaviors  and  the  correlation  to  marketing  activity. 


Establishing  Links 

The  use  of  survey  research  by  a  major  con¬ 
sumer  products  company  probably  wouldn't 
surprise  you,  but  what  if  I  told  you  that  a  lead¬ 
ing  defense  and  aerospace  supplier  uses  sur¬ 
vey  research  to  measure  ad  effectiveness? 
Raytheon  sells  primarily  to  the  Department 
of  Defense  and  other  government  agencies, 
but  it  launched  a  new  corporate  ad  campaign 
in  2003  and  used  just  such  a  m  e  t  h  o  d  o  1  ogy — 
one  created  by  the  Brand  and  Analytics 
Group  of  Phoenix  Marketing  International 
(formerly  Cambridge  Brand  Analytics) — to 
measure  its  ad  performance . 

Phoenix's  unique  methodology  consists  of 
conducting  surveys  with  decision-makers  in 
Raytheon's  industry,  where  impact  on  pur¬ 
chase  consideration  is  linked  back  to  specific 
ads  by  Raytheon  and  its  competitors. 

I  n  other  industries,  the  Phoenix  research 
will  establish  a  link  directly  to  sales  or  cus¬ 
tomer  response  activities.  In  Raytheon's  case, 
the  link  to  purchase  consideration  is  consid¬ 
ered  the  best  match  to  the  corporate  commu¬ 
nications  objectives  that  are  centered  on 
helping  their  customers  succeed  in  their 
"warfighters"  mission. 

Lucy  Flynn,  director  of  brand  and  market- 
ing  communications  at  Raytheon,  relies  on 
the  Phoenix  analysis  for  quantitative  results 
when  reporting  to  the  executive  team.  "Our 
analysis  provides  the  rationale  for  shifting 
corporate  positioning  to  align  with  the  prior¬ 
ities  of  our  clients,"  she  says,  "and  the  hard 


women  in  uniform.  That  has  helped  the  com¬ 
pany  refine  campaign  strategies,  reallocate  dol¬ 
lars  into  more  effective  ad  executions  and 
create  new  executions. 

Raytheon  also  gets  a  read  on  its  public  rela¬ 
tions  impact.  By  incorporating  PR  articles  into 
the  Phoenix  research,  the  company  can  confirm 
a  respondent's  prior  exposure  to  the  articles  and 
derive  its  impact  on  image  and  reputation, 
which  helps  to  guide  the  PR  strategy. 

"If  we  aren't  getting  the  right  message  to 
our  audience,  we  know  it's  better  to  adjust 
our  plan  than  to  continue  with  the  current  ad 
spending,"  says  Flynn.  And,  as  Flynn  reminds 
us,  "the  worst  way  to  measure  is  to  not  meas¬ 
ure  at  all." 

The  Innovative  Methodology 

Using  a  combination  of  Internet,  mail  and 
telephone  research,  Phoenix's  research  par¬ 
ticipants  are  presented  with  actual  ads  and 
marketing  communications  for  all  major 
competitors  in  the  category.  That  eliminates 
questions  as  to  the  validity  of  ad  recall  based 
strictly  on  verbal  or  written  descriptions,  and 
large  sample  sizes  provide  the  necessary  sta¬ 
tistical  validity. 

Add  sophisticated  modeling  to  all  that  and 
you  get  a  predictive  and  diagnostic  tool  for 
marketing  measurement.  Whether  the 
research  is  modeled  against  a  response  step  in 
the  marketing  process,  purchase  intentions, 
self-reported  sales  activity  or  even  actual 
sales  activity,  the  analysis  establishes  corre- 


ers  and  opportunities  exist  in  terms  of  media 
plans,  message  and  creative  execution. 

In  the  end,  however,  effective  marketing 
performance  management  requires  a  plan 
that  integrates  multiple  methodologies.  Run¬ 
ning  controlled  market  tests  in  conjunction 
with  the  Phoenix  research  will  deliver  precise 
incremental  sales  results  backed  with  clear 
analysis  about  where  campaigns  are  effective 
at  influencing  awareness,  perceptions,  com¬ 
petitive  differentiation,  intentions  and 
actions,  and  where  campaign  modifications 
can  make  thegreatest  impact. 

Company  executives  are  increasingly  put¬ 
ting  pressure  on  CMOs  to  demonstrate  their 
contribution  to  the  bottom  line.  Marketers 
need  to  understand  the  measurement  tools 
that  are  at  their  disposal  and  put  them  to  use. 

Marketing  measurements  require  a  com¬ 
mitment  of  budget  and  staff  resources,  ade¬ 
quate  time  to  complete  measurements  prior 
to  major  strategic  decisions  that  are  depend¬ 
ent  on  the  insight,  and  a  culture  of  using  con¬ 
tinuous  analytics  and  insight  as  a  competitive 
advantage.  The  path  tobetter  measurements 
seems  clouded  by  many  challenges,  but  once 
you  move  forward,  the  clarity  from  increased 
insight  and  knowledge  will  prove  to  be  quite 
rewarding.  • 


Jim  Lenskold  is  president  of  Lenskold  Group 
(www.lenskold.com),  a  consultancy  that  focuses  on 
marketing  ROI  measurement  and  management. 
Send  comments  to  cmofeedback@cxo.com. 
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Empower  yourself  with 
great  business-to-business 
marketing  tools.  Answer  your 
business-to-business  marketing 
questions  with  effective  solutions 
from  Claritas.  Our  comprehensive 
business  data  and  robust  software, 
Claritas  BusinessPoint™,  help  you 
know  your  audience  so  you  can 
tailor  your  marketing  programs 
to  them.  Depth  of  knowledge 
gives  you  the  leverage  you  need 
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profitable  customers  and  prospects. 

And,  through  our  special  analytics 
company,  Integras,  you  can  create 
a  business-to-business  solution  that 
is  specific  to  your  company — the 
ultimate  in  precision  marketing! 
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‘BusinessPoint  is  awesome 
— we've  been  struggling 
to  get  a  list  with  streets 
as  the  boundary.  So  I  drew 
a  polygon,  set  the  filters, 
and  voila.  Very  impressive .” 

Brian  Forster,  Systems  Analyst,  XL-Marketing 
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The  bright  light  in  the  world  of 
P&G  Global  Marketing  Officer 
Jim  Stengel  comes  from  hard- 
to-find  consumer  insights. 


INNOVATION 


Profile 


of  Jim  Stengel's  biggest  insights  into 
marketing  came  from  boxes  of  unsold  deodorant.  In  1 995,  he  was  general  manager  of 
Procter  &  Gamble's  business  unit  in  the  Czech  and  Slovak  republics.  Looking  at  sales 
and  market  share  figures,  he  noticed  the  deodorant  category  was  wide  open. 


So,  as  a  way  to  introduce  the  Secret  brand  to  more  consumers,  he 
decided  to  give  away  a  huge  number  of  samples.  Basic  marketing, 
right? 

It  turns  out  that  Czech  women  used  deodorant  more  as  a  per¬ 
fume.  "It's  not  a  daily  use  thing,"  Stengel  recalls  from  his  office  at 
P&G's  Cincinnati  headquarters.  By  handing  out  the  samples,  Sten¬ 
gel  had  given  potential  customers  the  equivalent  of  eight  months' 
supply  of  deodorant  for  free.  "We  got  zero  sales.  Nothing  was  mov¬ 
ing,"  he  says.  "It  was  a  classic  case  of  not  being  close  enough  to  the 
consumer.  It  wouldn't  have  taken  much  to  understand  that  Czech 
women  don't  use  deodorant  every  day." 

A  decade  later,  Stengel  is  Procter  &  Gamble's  global  marketing 
officer,  and  all  of  P&G  is  learning  that  you  can  never  be  too  close  to 
the  customer  (even  if  they  don't  use  deodorant).  The  closer  you 
get,  Stengel  reasons,  the  more  you  learn  about  what  they  do  and 
how  they  live.  This  simple  philosophy  has  spawned  some  radical 
change  at  P&G  that,  considering  the  company's  status  as  one  of 
the  world's  largest  advertisers,  is  likely  to  shake  up  the  marketing 
model  as  we  know  it. 

A  pioneer  of  market  research  in  the  1920s,  P&G  is  now  reinvent¬ 
ing  the  discipline.  Instead  of  finding  out  what  products  consumers 
use,  the  company  has  embarked  on  a  journey  to  discover  how  con¬ 
sumers  use  them.  And  it  is  literally  ajourney.  Stengel's  team  of  3,500 
marketers  are  fanning  out  to  the  places  where  consumers  live  and 
work  to  observe  their  behavior,  be  it  Czech  women  dabbing  deodor¬ 
ant  on  their  necks  or  Chinese  villagers  doing  laundry.  Their  objec¬ 
tive:  To  find  ideas  for  new  products,  new  uses  for  existing  products 
and  new  ways  to  build  relationships  with  consumers.  The  approach 
requires  a  much  higher  level  of  risk-taking  and  experimentation 
than  P&G  is  known  for. 

What  we're  trying  to  do  is  let  people,  without  a  filter,  really  be 
with  our  consumer  in  her  life,"  says  Stengel.  "And  we  think  that's 
where  a  tremendous  amount  of  innovation  will  come  from." 


A  Need-to-Know  Basis 

The  phrase  "consumer-centric  marketing"  has  become  so  common¬ 
place  that  it  has  practically  lost  all  meaning.  F or  Stengel,  however,  it 
has  a  very  specific  definition:  beginning  each  project  by  asking,  with 
no  preconceptions,  'Who  is  your  consumer,  and  what's  different 
about  her?" 

Although  a  simple  question,  it  is  one  a  lot  of  companies  have  trou¬ 
ble  answering.  Most  research  is  done  "in  regard  to  a  specific  product, 
rather  than  getting  to  know  the  market  as  a  whole,"  says  George 
Haley,  professor  of  marketing  at  the  University  of  New  Haven.  P&G, 
by  contrast,  is  now  looking  at  all  aspects  of  a  consumer's  life  to  see 
where  it  can  fit  in.  "The  company  really  understands  the  need  to 
know  the  customer  better,"  says  Haley.  "Not  just  their  likes  and  dis¬ 
likes,  but  their  media  habits,  their  media  preferences  and  how  they 
use  the  media  that  they  are  watching,  listening  to,  reading  and  inter¬ 
acting  with." 

This  type  of  research,  led  by  P&G's  Consumer  Market  Knowledge 
division,  "enables  us  to  fully  understand  the  consumer,"  says  Sten¬ 
gel.  "This  may  mean  going  into  her  home  and  experiencing  her  morn¬ 
ing  routine,  having  lunch  with  her  family,  participating  in  daily 
chores  like  laundry.  It  can  also  mean  shopping  with  her  on  a  set 
budget  or  experiencing  the  technology  she  uses,  like  Internet  shop¬ 
ping  or  text  messaging." 

For  Stengel,  such  immersion  leads  to  a  radically  different  per¬ 
spective,  one  in  which  Pampers  is  not  about  diapers,  it's  about  help¬ 
ing  a  mother  with  her  baby's  development.  Once  you  reach  that 
understanding,  he  says,  "everything  changes:  The  discussion  with 
R&D  changes,  the  discussion  with  sales  changes,  the  discussion  with 
retailers  changes." 

That's  precisely  what  happened  with  P&G's  Febreze  brand,  which 
the  company  originally  marketed  as  a  product  to  remove  unwanted 
odors  such  as  smoke  from  fabrics  and  textiles.  "If  you  only  think  of 
it  as  a  smoke  remover,  then  every  single  smoky  jacket  will  be  done. 
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hut  you  will  never  get  the  full  benefit  of  the 
technology,"  says  Karl  Ronn,  the  company's 
vice  president  of  Home  Care  R&D  and 
Global  Surface  Care.  In  other  words,  by  tar¬ 
geting  only  those  people  who  have  smelly 
jackets,  you've  missed  a  wide  swath  of  other 
aromatically  challenged  consumers. 

So  PNG  marketers  began  digging  into 
other  ways  that  consumers  were  using 
Febreze.  Some  of  the  untapped  segments 
they  found:  a  man  using  it  on  his  gym  bag,  a 
teen  girl  using  it  on  everything  in  her  closet 
and  a  teen  boy  spraying  it  on  the  seats  in  his 
car.  All  new  markets  waiting  to  be  mined  by 
the  same  product.  Based  on  their  research, 
they  changed  the  message  for  Febreze  from 


CHAMPION  "I'm  a  champion  for  our  people,  for  our  consumers  and  for 
our  ideas.  I  try  to  create  a  culture  where  great  ideas  and  great  people  can 
flourish.  And  to  make  sure  those  ideas  travel.  If  l  see  something  great  in 
hair  care  in  Thailand,  that  travels  pretty  well  on  its  own  to  other  hair 
care  divisions,  but  it  might  not  travel  over  to  laundry  in  terms  of  a 
concept  or  an  approach." 


CATALYST  FOR  CHANGE  "The  businesses,  as  they  should, 
are  looking  at  what  they  do  for  hair  care,  laundry, 
pharmaceuticals,  skin  care— whatever  it  might  be.  I  try 


IN  HIS  CURRENT  ROLE  as  global  marketing  officer,  Jim  Stengel  oversees 
1 5  billion-dollar  brands  (21  if  you  roll  in  the  pending  Gillette  merger).  His 
job  is  clearly  not  to  run  them  all.  "I  have  a  lot  of  engagement  with  the 
brands,"  he  says,  "but  l  don't  run  Pampers,  and  l  don't  run  Downy."  So 
what  does  he  do,  exactly?  Stengel  sums  up  his  responsibilities  this  way: 


"odor  remover"  to  "fabric  refresher."  Ronn 


to  look  out  and  think  about  the  change  that  will  be 


says  the  size  of  the  business  has  increased  by 
approximately  50  percent  every  year  for  the 
past  three  years. 

Spending  time  with  consumers  has 
always  been  important  at  PNG;  Stengel  did 
it  when  he  was  a  brand  manager  in  the 
1980s.  Twenty  years  ago,  however,  "it 
was  a  little  more  programmed,  a  little  bit 
more  focus  group-oriented  or  moderator- 
driven."  Now,  he  says,  "We  try  to  be  much 
more  innovative  about  how  we  get  our  peo¬ 
ple,  in  an  honest  and  natural  way,  to  experi¬ 
ence  how  our  brands  are  part  of  our 
consumers'  lives." 

Whiter  and 
Brighter  Ideas 

Last  year,  10-person  teams  from  PNG's  mar¬ 
keting  and  RND  groups  in  China  spent  a  day 
with  residents  of  two  rural  villages,  Liu-An 
in  Anhui  Province  and  Xianyang  in  Shaanxi 
Province.  One  of  the  things  the  teams  wit¬ 
nessed:  laundry,  which  in  these  villages  was 
a  group  activity. 

Villagers  "do  laundry  together,  out  in  the 
streets,  in  the  basins,"  says  Stengel.  "It's  a 
very  long,  social  process.  So  our  people  just 
hung  out  with  them."  The  teams  also  learned 
that  villagers  were  conservative  with  their 
suds.  "We  found  they  wanted  a  detergent 
that  could  take  care  of  basic  washing  needs 
at  a  price  that  is  affordable  to  them,  instead 
of  other  frills  that  might  be  important  to 
high-end  consumers,  such  as  conditioning 


needed  in  our  business  and  marketing  model.  I  try  to 
look  beyond  our  planning  horizon  at  things  that  run 
this  way,  not  just  that  way." 


CAPABILITY  BUILDER  "That's  an  enormous  piece  of  the 
job.  I  try  to  answer  the  questions  like,  'What  would  it 
take  to  be  the  best  marketing  company  in  the 
world?  Are  we  the  best  marketing 
company?  If  not,  why  not?  what  are  the 
areas  of  capability  where  we  want 
competitive  advantage?' 
l  articulate  that  so  everyone 
understands  it  and  they  /  k  1 

have  the  plans  to  build  it."-C.v.H.  A  I 


Hi 


::  Profile 


INNOVATION 


UNDERSTANDING  HOW  CONSUMERS  interact  with  brands 
can  lead  to  product  innovation,  as  P&G  proved  with 
its  Febreze  brand.  Repositioning  the  product  from  "odor  remover"  to  "fabric 
refresher"  led  to  product  extensions  such  as  Scentstories,  a  machine  that 
emits  various  scents  stored  on  CD-like  discs. 


and  softening  of  clothes, "says  Charles  Zhang,  P&G's  senior  manager  of  external 
relations  in  China. 

When  the  teams  came  back  and  shared  what  they'd  learned,  P&G  used  their 
findings  to"totally  change  everything  about  our  approach  [in  that  region]  to 
laundry,"  says  Stengel.  P&G  developed  single-use  packages  of  T ide  Clean  White 
that  cost  the  equivalent  of  a  few  pennies,  a  departure  from  the  the  large, 
economy-size  packages  that  more  affluent  consumers  prefer.  But  the  packag¬ 
ing  wasn't  the  only  revision.  "The  media  planning  changed;  the  formula 
changed;  advertising  changed,"  says  Stengel.  "The  advertising  reflected  those 
people,  their  values,  their  lifestyle.  And  business  rocketed." 

When  you  send  marketers  into  the  field,  Stengel  discovered,  something  cru¬ 
cial  also  changes:  attitude.  Field  work  "gets  people  out  of  the  office,  working 
together  in  unexpected  situations,"  he  says.  And  they  get  inspired.  "Because 
whatever  they're  working  on — whether  it's  a  life-changing  drug  like  Actonel  or 
Asacol,  or  it's  Tide  or  Downy — when  they  understand  the  product  has  a  role  in 
someone's  life,  they  come  back  more  pumped  up." 

Controlling  Interest 

Stengel's  view  of  the  consumer  as  boss  is  the  crux  of  his  oft-repeated  procla¬ 
mation  that  today's  marketing  model  is  broken.  To  clarify,  Stengel  isn't  sig¬ 
naling  the  death  of  the  30-second  spot — although  the  company  is  expected  to 
cut  its  national  TV  ad  spending  next  year  by  15  percent,  or  about  $300  million. 
Instead,  he's  knocking  the  tradition  of  developing  a  master  plan  to  rope  in  the 
most  consumers. 

"I  don't  think  there's  a  model  anymore.  I  think  there's  an  approach,"  he  says. 
"That  approach  has  to  be  predicated  on  what  the  consumer  is  actually  doing, 
not  what  advertisers  are  used  to  her  doing. 

"To  me,  that  is  a  provocative  event,"  Stengel  adds.  "People  start  to  see  that  this 
is  how  the  consumer  is  in  control,  that  she  feels  more  empowered  than  ever.  She 
actually  enjoys  this  role  of  many  choices.  And  we  have  to  find  a  way  that  fits  into 
her  life  in  a  way  that  she  accepts.  That  is  where  marketing  is  going." 

As  P&G  drives  away  from  the  mass  market,  it's  bringing  its  partners  along  for 
the  ride.  In  2001,  the  company  shifted  its  compensation  for  ad  agencies  from  a 
commission-fee  model  to  one  that  bases  the  incentive  on  the  success  of  the  busi¬ 
ness.  Stengel  is  looldng  for  ways  to  extend  this  type  of  incentive-based  model 
with  other  partners  such  as  PR  and  ad-buy  agencies. 


Project  Apollo: 

A  Slightly  Smaller  Step  for 

MARKETING  KIND 


ARBITRON  AND  VNU  are  moving  forward 
with  Project  Apollo,  with  the  first  equipment 
installations  set  to  begin  this  month.  But  the 
two  companies  have  scaled  back  their 
rollout  plans  for  the  media-measurement 
initiative. 

Apollo  was  originally  conceived  as  a  proj¬ 
ect  in  which  30,000  consumers  nationwide 
would  track  signals  from  TV,  radio,  movie, 
outdoor,  in-store  and  possibly  even  print 
advertising  using  Arbitron's  Portable  People 
Meter.  Panelists  would  also  use  home  scan¬ 
ners  provided  by  ACNieisen  to  track  their 
purchases.  The  goal  was  to  monitor  the  most 
comprehensive  set  of  data  ever  on  how  mar¬ 
keting  drives  sales.  Procter  &  Gamble 
announced  earlier  this  year  that  it  would  be 
the  charter  client  for  the  initiative. 

Other  companies,  however,  balked  at  the 
apparent  seven-figure  investment  required 
to  join  the  project,  without  a  firm  idea  of 
what  they  would  get  in  return.  "Advertisers 
were  telling  us  they  wanted  to  see  what  the 
data  would  look  like,"  said  Thom  Mocarsky, 
vice  president  of  communications  for 
Arbitron, 

As  a  result,  Arbitron  and  VNU  are  scaling 
back,  targeting  6,250  households,  or  14,500 
persons  nationwide.  They  have  also  lowered 
the  price  point,  which  has  lured  more  clients 
to  the  program.  The  new  version  of  Apollo  is 
expected  to  begin  by  year-end. 

P&G  Global  Marketing  Officer  Jim  Stengel 
believes  Apollo  will  help  the  company's  com¬ 
munications  planning  efforts  across  all  of 
its  brands.  "It's  going  to  give  us  a  more 
consumer-centric  view  of  how  they  experi¬ 
ence  media,"  he  says. 

Stengel's  involvement  benefits  more  than 
just  P&G,  according  to  Linda  Dupree,  Arbi¬ 
tron's  senior  vice  president  of  new  product 
development  for  Portable  People  Meter. 

"Jim  has  made  Apollo  an  industrywide  call  to 
action,"  she  says.  "He  has  said  this  is  right  for 
the  industry  and  that  P&G  can  find  competi¬ 
tive  advantage  from  Apollo's  numbers  using 
Procter's  own  smarts."  -C.v.H. 
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e’re  pushing  creativity,  innovation 

and  risk-taking,  and  at  the  same  time  we’re  pushing 

discipline.  That  one-two  is  very  powerful.” 


-JIM  STENGEL 


"My  ideal  world  would  be  incentive-based,  sales-based  compensa¬ 
tion  for  all  value  partners,"  says  Stengel.  "But  there  are  lots  of  com¬ 
plications  getting  there.  We  tested  the  sales-based  compensation  with 
ad  agencies  for  a  few  years.  We  can  screw  up  a  lot  of  things  by  moving 
too  fast.  But  the  principle  is  dead  right." 

At  least  one  of  P&G's  partners  agrees.  "This  compensation  sys¬ 
tem  is  focused  on  the  results  and  value  we  provide,"  says  Bob  Mal¬ 
oney,  chief  financial  officer  for  the  ad  agency  Leo  Burnett  USA.  "It 
aligns  our  objectives  with  the  goals  of  P&G." 

Maloney  says  that  when  Burnett  and  P&G  started  working 
under  this  sales-based  model  five  years  ago,  other  Burnett  clients 
approached  the  agency  about  adopting  it.  So  far,  however,  none  has, 
which  Maloney  attributes  to  a  level  of  comfort  with  the  traditional 
fee-based  system.  "I  do  find  it  surprising  that  others  aren't  doing  it," 
he  says.  "We  and  other  agencies  are  bringing  forth  a  lot  more  big,  holis¬ 
tic  ideas  to  Procter,  and  that's  bearing  out  in  Procter's  sales  results." 

Going  with  Your  Gut 

Following  the  consumer,  not  leading  her,  has  forced  P&G  to  move 
quickly  into  new  areas  without  its  customary  safety  net:  measure 
once,  measure  twice,  then  measure  some  more.  Consider  the  Tide 
teams  in  China.  "I  don't  think we  would  have  done  that  10  years  ago," 
Stengel  says.  "That's  taking  some  risk.  Rather  than  process  recom¬ 
mendations  and  packaging  changes,  they  lived  with  consumers." 

Stengel  is  now  in  the  unaccustomed  position  of  telling  people  to 
go  with  their  gut  first  and  measure  later.  "In  order  toget  some  con¬ 
fidence,  you  just  learn  to  trust  your  hunches,"  he  says.  "If  some¬ 
thing  looks  really  good,  I  won't  go  out  and  look  for  10  more  pieces  of 
data.  I'll  say,  'Run  with  it,  go!'  You  get  a  sense,  you  get  intuition, 
which  I  think  is  really  powerful." 

Which  isn't  to  say  that  P&G  no  longer  puts  a  high  value  on 
measurement.  The  company  is  still  committed  to  understanding 
what  each  dollar  spent  on  marketing  actually  buys.  P&G  has 
unleashed  its  measurement  expertise  on  emerging  areas  such  as 
word-of-mouth  marketing  (see  "Mak¬ 
ing  Waves,"  July),  and  it  is  working 
with  Arbitron  and  VNU  on  the  media- 
measurement  initiative  called  Project 
Apollo  (see  "Project  Apollo,"  at  left). 


The  company  also  has  developed  its  own  tool  for  measuring  brand 
equity,  about  which  Stengel  will  say  precious  little  other  than  it 
"enables  us  to  look  at  equities  across  categories  and  geographies." 

The  goal  of  these  efforts  is  to  discover  new  ways  to  measure  tra¬ 
ditionally  murky  areas  of  marketing.  "We're  working  with  some  of 
the  best  modeling  agencies,  trying  to  determine  how  to  better  break 
apart  what's  going  on  in  the  market  to  understand  what's  driving 
the  whole  equation,"  says  Stengel. 

"We're  pushing  creativity,  innovation  and  risk-talcing,  and  at  the 
same  time  we're  pushing  discipline.  That  one-two  is  very  power¬ 
ful,"  he  adds.  "The  key  is  keeping  both  of  those  initiatives  going.  You 
don't  want  the  measurement  to  stifle  the  creativity." 

Risk  and  Reward 

Stengel  has  not  discarded  P&G's  marketing  playbook,  but  he  and 
his  team  are  rewriting  significant  portions  of  it.  Management  and 
front-line  marketers  alike  are  being  forced  to  develop  innovative 
ways  to  reach  the  increasingly  elusive  consumer.  Whether  it's 
through  an  internal  contest  to  create  new  campaigns,  or  a  day  in 
which  everyone  is  sent  out  to  have  a  "consumer  experience,"  or  the 
willingness  of  Stengel  and  other  top  executives  to  discuss  past 
mistakes  (think  Czech  deodorant),  the  message  is  clear:  Take  risks. 

"We  are  rewarding  those  who  step  out  to  test  and  experiment," 
says  Stengel.  "And  the  reward  is  actually  not  in  the  result.  The  reward 
is  in  the  people  and  the  ideas  that  come  forward.  If  we  want  to  be 
the  company  to  lead  the  way  into  this  evolving  market  landscape, 
we  have  to  tap  in  to  the  creativity  of  our  people  and  encourage  them 
to  build  brands  in  a  different  way  than  we've  done  in  the  past." 

The  potential  payoff  for  all  of  this  risk-taking  is  significant.  After 
all,  if  the  consumer  is  telling  you  what  she  wants,  then  you've 
answered  the  biggest  marketing  question  there  is. 

'We're  trying  to  probe  that  area  of,  Are  we  appealing  to  you? 
Are  we  worth  your  time?"  says  Stengel.  "Time  is  just  the  most 
precious  asset  right  now.  If  we  can  be  respectful  of  their  time,  if  we  can 

be  worth  their  engagement,  that's  the 
highest  benchmark  for  marketing."  • 


Senior  Writer  Constantine  von  Hoffman  can  be 
reached  at  cvonhoffman@cxo.com. 
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For  more  on  P&G  and  a  Q&A  with  Jim  Stengel,  go 
to  www.  cmomagazine.  com/printlinks. 
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oseph  Perello.  Chances  are  you  have  never  heard  of’ 

And  unlike  some  of  the  other  CMOs  we've  interviewed  for  this  special  issue,  Perello 
isn't  famous.  He  might  never  be.  But  he  is  the  CMO  for  the  city  of  New  York,  so  we  asked 
him  the  question  our  special  issue  is  built  around — the  same  question  we  asked  every¬ 
one  else:  "What  does  marketing  innovation  mean  to  you?"  And  we  loved  what  he  said. 

Perello's  world  probably  doesn't  look  much  like  yours.  But  he's  pretty  much  at  the 
center  of  it.  He  knows  about  business.  He  knows  about  government.  He  knows  about 
marketing.  He  knows  about  innovation.  Amd  he  talked  to  us  as  an  agent  of  change 
in  that  world. 

In  the  pages  that  follow,  you'll  find  what  Perello  and  others  think  about  the  need  to 
be  creative  and  how  they  stay  on  top  of  the  innovation  challenge.  We  hope  you'll  find 
in  reading  these  pieces  what  we  found  in  accumulating  the  information:  an  explicit 
reminder  of  the  energy  and  imaginative  power  of  the  people  we  write  about. 

-The  Editors 


::  First  Person 


different  perspective,  which  allowed  him  to 
capture  the  imagination  of  his  audiences.  At 
GE,  we  are  constantly  trying  to  spur  creativ¬ 
ity  by  helping  people  see  things  differ¬ 
ently.. .to  use  our  imaginations  as  a  base  for 
innovation  and  growth. 

With  a  diverse  portfolio  of  products  and 
services,  GE  has  access  to  a  large  pool  of 
muses — both  internally  and  externally.  At  an 
aviation  meeting  in  Cincinnati,  someone 
observed  that  the  blade  of  a  GE90  engine  is 
beautiful  enough  to  be  in  a  museum.  When 
The  Museum  of  Modern  Art  in  New  York  City 
reopened,  the  GE  fan  blade  was  on  display  in 
its  industrial  design  collection.  In  Beijing,  we 
brought  together  100  GE  leaders  with  diverse 
experience  and  said,  "Imagine  that  you're 
explorers  from  another  planet.  How  would 
you  define  China's  future  needs?"  We  left 
three  days  later  with  an  incredible  sense  of 
purpose  and  opportunity.  Sometimes  you 
start  with  people  who  just  have  great  creativ¬ 
ity.  Like  the  time  we  invited  the  amazing 
playwright  and  storyteller  Anna  Deavere 
Smith  to  jump-start  a  discussion  on  health 
care.  For  a  consumer  finance  project,  we  sent  a 
dozen  GE  executives  with  seemingly  no  rele- 


✓'X  JOSEPH  PERELLO 

h  h  CMO,  New  York  City 

^  W  "You're  being  unreasonable,"  my 
parents  would  tell  me  when  I'd  ask  to  do 
something  new. 

I've  always  been  comfortable  being  the  first 
one  in,  whether  talcing  risks,  battling  critics, 
or  dealing  with  and  recovering  from  (but 
never  accepting)  temporary  setbacks.  Perhaps 
it  comes  so  naturally  to  me  because,  as  the 
oldest  of  three,  most  things  I  embarked  upon 
growing  up  (with  permission  or  otherwise) 
were  firsts  in  our  family.  There  was  never  a 
road  map  or  a  precedent. 

Of  course,  being  innovative  requires  cre¬ 
ativity,  dedication,  leadership,  the  right 
resources  and  enough  facts.  It  also  requires 
being  unreasonable.  And  expecting  unreason¬ 
able  things  to  happen.  It  was  unreasonable  to 
think  Steve  Jobs  could  fit  10,000  songs  on 
something  smaller  than  a  wallet,  create  the 
perfect  vehicle  to  switch  PC  users  to  Macs 
and  revolutionize  the  entire  music  industry. 
But  he  and  his  team  did,  because  they  were 
unreasonable. 

Innovation  is  also  about  making  unprece¬ 
dented  connections.  It  requires  thinking 
differently  and  following  through  on  a  well- 
thought-out  plan.  It  is  art,  science  and  disci¬ 
pline.  It  is  often  talcing  on  the  right  risks  and 
always  having  faith  in  the  future.  Vision  and 
optimism  are  at  its  core. 


BETH  COMSTOCK 

>  CMO,  General  Electric 

Film  director  Cecil  B.  DeMille  said: 
"Creativity  is  a  drug  I  cannot  live  without." 
DeMille  was  a  master  at  seeing  things  from  a 


INNOVATION 


vant  business  expertise  and  immersed  them 
in  the  streets  of  San  Francisco  shadowing  peo¬ 
ple  to  observe  how  they  use  their  money. 
We're  learning  that  by  adding  a  new  twist, 
perspective  or  person,  you  can  spark  the 
imagination  process. 

Don't  forget  that  in  business,  creativity 
should  have  a  purpose.  But  it  requires  effort  to 
initially  invite  the  ideas  in  and  then  give  them 
the  time,  space  and  attention  necessary  to 
allow  them  to  flourish.  And  know  that  some¬ 
times,  creativity  needs  a  catalyst  from  even 
the  most  unlikely  sources. 


::  First  Person 


INNOVATION 


I  wake  up  in  the  morning.  For  example,  1  read 
three  or  four  business  publications  and  watch 
the  news  while  I'm  worldng  out.  When  I'm 
flying  to  meet  various  business  leaders 
around  the  world,  I  often  just  take  time  to 
think  about  what  is  happening  around  me  in 
the  world.  I  use  my  BlackBerry  to  check  and 
send  e-mail  during  those  long  ski-lift  rides.  If 
this  all  sounds  a  little  obsessive,  it  is.  But  it 
works  for  me  because  I  love  my  work.  And 
most  of  my  inspiration  comes  from  my  thirst 
to  win. 

I  also  have  an  appetite  for  knowledge. 

But  it's  what  I  do  with  that  knowledge  that 
counts.  First,  I'm  a  skeptic,  and  I  never  take 
anything  I  hear  or  read  at  face  value.  If  a  story 
is  hard  to  believe,  or  a  statistic  seems  suspi¬ 
cious,  I'll  dig  deeper.  And  I'll  keep  on  digging 
until  I  think  I've  got  the  real  story.  I'm  a  big 
believer  in  facts  and  numbers.  Sure,  I  go  with 
my  gut  sometimes,  but  usually,  what  might 
seem  to  someone  else  like  a  blinding  flash  of 
inspiration  is  really  the  product  of  a  huge 
amount  of  research  and  thought. 

Second,  the  phrase  'We've  always  done  it 
this  way"  is  not  part  of  my  vocabulary.  When 
I  hear  it,  I  take  it  as  a  challenge.  It  stems  from 
my  desire  to  act  like  a  challenger,  not  a  cham¬ 
pion.  (Once  you  think  you've  made  it,  you're 
in  trouble.) 

By  the  same  token,  I  am  not  an  out-of-the- 
box  thinker  because  I  think  that  thinking  is, 
by  design,  out  of  the  box.  And  I'm  not  a  rule- 
breaker — I  just  try  to  find  what  works  and 
apply  it  to  sell  more  stuff  to  more  people. 
Finally,  I  don't  believe  in  ideas.  I  believe  in 
strategies  that  result  in  tactics  that  connect 
to  the  bottom  line. 


JOHN  COSTELLO 

Executive  VP  of  merchandising  and 
marketing, The  Home  Depot 

Customers  today  have  more  choices  than 
ever  before,  in  the  products  and  services  that 
they  buy,  in  where  and  how  to  purchase  those 
products  and  sendees,  and  in  the  media  that 


they  consume.  This  has  shifted  enormous 
power  to  consumers.  The  key  to  our  success, 
we  believe,  is  to  understand  our  consumers' 
needs  better  than  anyone  else  and  then  serve 
those  needs. 

For  example,  our  research  confirmed  the 
importance  of  female  customers.  It  showed 
that  women  initiate  a  high  percentage  of  home 
improvement  projects  and  assist  in  others.  In 
addition,  around  40  percent  of  our  visits  are 
couples  shopping  together. 

That  research  led  us  to  create  our  "How  To" 
clinics,  which  are  one  example  of  how  we  use 
marketing  innovation  to  connect  with  cus¬ 
tomers.  Launched  in  May  2003,  our  national 
Do-It-Herself  Workshops  cater  to  the  under¬ 
served  needs  of  our  female  customers.  More 
than  200,000  women  have  attended  our  clin¬ 
ics  thus  far. 

Homes  are  more  of  a  sanctuary  than  ever 
before,  and  our  mission  is  to  help  our  cus¬ 
tomers  achieve  the  home  of  their  dreams. 
Marketing  innovation  showcases  our  store 
associates'  leadership  and  expertise  in  home 
improvement  know-how  and  reflects  our  core 
strategy  to  inform,  inspire  and  motivate  cus¬ 
tomers  to  complete  their  home  projects  better, 
faster  and  easier,  whether  they  do  it  them¬ 
selves  or  we  do  it  for  them. 


S  X  LARRY  WEBER 

md  hd  Chairman  and  founder,  W2  Group 

^  W  As  great  marketers  know,  every¬ 
thing  communicates.  Every  word,  color, 
sound — even  aroma — can  be  associated  with  a 
brand.  Channeling  that  cascade  of  sensual 
stimuli  through  marketing  and  sales  program¬ 
ming  has  always  been  challenging,  but  doing 
so  within  today's  digital  ecosystem  seems 
downright  impossible. 

So  how  will  marketing  adapt  to  such  oppor¬ 
tunities  and  challenges?  It  will  innovate,  of 
course.  I  believe  "constituent-driven  market¬ 
ing" — from  blogs  and  online  communities  to 
social  networks — will  turn  our  industry  on  its 
ear  and  forever  change  how  we  communicate. 
Further,  I  believe  public  relations,  always 
advertising's  bridesmaid,  will  morph  into  the 
jewel  in  the  marketing  crown. 

PR  will  dominate  in  the  third  phase  of  the 
Web — the  "social  Web."  PR  could  not  fully  cap¬ 
italize  on  the  Web  until  it  became  the  buzzing 
hive  of  conversations,  opinions,  customer- 
driven  news  and  personal  insights  that  it  is. 
Within  the  social  Web,  PR  people  are  uniquely 
equipped  to  stimulate,  manage  and  sustain 
frank  conversations  among  real  people  in  a 
style,  time  and  place  most  relevant  to  them. 

Just  as  media  outlets  have  the  ad  side  of  the 
house  and  the  editorial  side,  think  of  unpaid 
digital  communications  in  blogs,  online  com¬ 
munities  and  on  wireless  devices  as  the  edito¬ 
rial  side,  only  now  editors  number  in  the 
millions.  Because  of  innovation,  PR  can  tap 
these  dispersed  spheres  of  influence  with  pre¬ 
cision  and  predictable  results;  this  is  a  natural 
evolution  of  what  our  craft  has  done  success¬ 
fully  with  traditional  media,  analysts  and 
thought  leaders  for  more  than  100  years. 
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"Of  the  many  partners  who  have  helped 
advance  Song's  proposition,  Landorset 
the  original  tone  and  voice  with  the 
name  and  visual  expression." 

-Joanne  Smith,  President,  Song 


When  Delta  Air  Lines  wanted  to  enter  the  competitive 
low-fare  airline  segment,  they  decided  to  form  a  subsid¬ 
iary  with  a  new  name,  visual  identity  and  positioning. 
Landor  created  the  new  brand -and  raised  standards 
for  the  industry. 

Song  is  a  distinctly  different  brand  and  airline,  one 
that  epitomizes  style,  choice  and  fun,  and  dispels  the 
idea  of  unpleasant  low-cost  travel.  Landor  chose  the  name 
because  it  is  simple,  memorable  and  unlike  anything  else 
in  the  category.  The  visual  identity -a  lively  lime  green 
flourish  that  suggests  travel  from  point  A  to  point  El¬ 
is  equally  memorable,  especially  as  it  wraps  around 
the  fuselage  a  of  Song  airplane. 

Landor  extended  the  identity  across  all  customer  touch 
points,  from  online  booking  and  airport  environments 
to  cabin  interiors  and  customer  collateral  pieces  such 
as  menus.  Every  encounter  with  the  brand  references  the 
fun  and  vitality  ol  the  Song  travel  experience,  including 
state-of-the-art  in-flight  entertainment  systems  and 
premium  food  choices. 


1.888.2LANDOR 


more_info@landor.com 


The  real  proof  is  in  the  airline’s  success  in  just  over 
two  years  of  operation.  In  2005,  Song  will  complete  the 
addition  of  12  planes  to  its  current  fleet  and  add  new 
international  and  U.S.  travel  destinations,  including  Aruba, 
San  Francisco  and  Seattle.  Song’s  expanded  portfolio  also 
includes  new  coast-to-coast  service.  And,  perhaps  best  of 
all,  it  has  earned  the  loyalty  of  repeat  customers...  those 
who  can’t  forget  the  name  or  the  experience. 


Thursday,  September  22nd 


iruHMvgeuid  Huverimnif 

PLANNING,  BUYING  and  MEASURING 

Breakfast  Event  •  Boston,  Massachusetts 


Hear  Perspectives  from  Buyers  and  Sellers  of  CrossMedia  Advertising 

Presented  By 

n  V.  . 

Dynamic  Logic 

a  Millward  Brown  company  VT-V 

In  Conjunction  With 
Ad  Club  of  Boston,  Lantern  Club 

This  event  will  provide  a  forum  where  marketers  will  discuss  embracing  "media  solutions"  for 
advertisers,  structural  media  changes  to  produce  integrated  advertising  campaigns,  creative 
challenges  and  measurement  tools  for  cross-media  campaigns. 

Thursday,  September  22nd,  8:00 -10:00  AM  •  Four  Seasons  Hotel 

200  Boylston  Street,  Boston  02116 

MUST  REGISTER  TO  ATTEND! 

www.dynamiclogic.com/na/events  •  No  cost  to  attend.  Space  is  limited. 

Media  Sponsor: 

m  I Y  m  1  m  %  The  Resource 
&  for  Marketing 

&  *  I  I  |  \  Executives 


©  1999-2005  Dynamic  Logic  Inc.  -  a  Millward  Brown  company.  All  rights  reserved. 


S  X  CAMMIE  DUNAWAY 

Ld  CMO,  Yahoo 

^  W  People  tend  to  take  an  overly  nar¬ 
row  view  of  innovation  by  focusing  only  on 
products.  Because  there's  been  such  an  explo¬ 
sion  of  product  choices,  incremental  product 
innovation  really  doesn't  deliver  the  way 
that  it  used  to.  That's  why  CMOs  need  to 
think  about  packaging,  channel  and  market¬ 
ing  innovation. 

At  Yahoo,  we  focus  on  innovative  buzz  mar¬ 
keting,  creating  Nine  Rules  of  Buzz  Market¬ 
ing.  (Ten  rules  would  be  expected,  but  one  of 
the  first  things  about  buzz  marketing  is  that 
the  unexpected  is  what  makes  a  difference.) 
Here  are  the  basic  tenets: 

1.  PRomote.  Public  relations  campaigns  that 
really  capture  the  attention  of  the  news  media 
are  increasingly  important.  It's  a  way  to  take 
small  budgets  and  amplify  them. 

2.  Ideas  are  king.  We're  always  looking  for 
what's  never  been  done  before,  to  bring  some¬ 
thing  completely  unexpected  to  the  con¬ 
sumer.  To  create  a  story  that  gets  consumers  to 
talk  about  what  you're  doing.  As  CMOs,  we  all 
get  50  calls  a  day  from  people  who  want  to 


expose  us  to  great  ideas.  If  I  don't  have  the 
time,  I  have  a  group  that  responds  to  those 
calls  and  takes  those  meetings. 

3.  Do,  don't  discuss.  Alot  of  big  ideas  have 
some  risk  associated  with  them.  If  you  have 
too  many  people  weighing  in,  you  can  talk 
ideas  to  death.  You  have  to  have  people  that 
you  trust  enough  to  let  them  do  it. 

4.  God  is  in  the  details.  An  idea  isn't  going  to 
go  far  if  you  don't  execute  it.  It's  impossible  to 
forecast  every  contingency.  But  you  have  to 
be  prepared  for  things  to  go  wrong,  and  you'd 
better  have  a  plan  B. 

5.  Con  nect  the  unconnected.  Take  two  items 
that  are  seemingly  unrelated  and  put  them 
together  to  create  something  new. 

6.  Capture  the  imagination.  Inspire  con¬ 
sumers  to  think  about  what's  possible  by 
giving  them  an  idea  that  builds  on  futuristic 
technology. 

7.  Add  value.  When  possible,  buzz  programs 
should  complement  existing  programs.  You 
can  do  a  standalone  buzz  event  and  have  suc¬ 
cess  with  it,  but  if  it's  part  of  a  360-degree  mar¬ 
keting  program,  you  get  a  whole  lot  more  bang 
for  the  buck. 

8.  KISS  (keep  it  simple,  stupid).  It's  often  the 
simple  ideas  that  are  most  powerful.  At  Sun¬ 
dance,  everyone  competes  for  the  attention 
of  celebrities  with  elaborate  giveaways.  But 
no  one  feeds  them!  We  put  a  Yahoo  cafe  at  the 
base  of  one  of  the  lifts.  It  drove  tons  of  traffic. 
Simple  idea. 

9.  Create  responsibly.  Some  companies 
launch  buzz  campaigns  using  techniques  such 
as  graffiti  that  defaces  public  spaces.  Make 
sure  that  you  ask  yourself,  "Am  I  being 
respectful  of  the  environment,  of  the  city  and 
of  consumers?"  You  don't  have  to  be  offensive 
to  stand  out. 


JOE  REDLING 

CMO,  America  Online 

Generating  a  new  idea  once  is  easy. 
Generating  a  consistent  flow  of  ideas,  select¬ 
ing  the  right  ones  and  transforming  them  is 


an  entirely  different  matter.  Innovation  is  a 
serious  business  process,  and  it  needs  to  be 
managed  like  one. 

Unfortunately,  many  companies  approach 
innovation  with  a  dictionary  definition  in 
mind.  You  lock  creative  people  in  a  room  until 
they  come  out  with  a  home  run  idea,  only  to 
find  that  they've  struck  out  swinging  for  the 
fences.  Or  you  establish  an  innovation  divi¬ 
sion  off  in  the  corner,  and  find  that  while  they 
come  up  with  lots  of  great  ideas,  they  can't 
integrate  with  or  get  buy-in  for  them  from 
business  units  and  other  departments  like 
marketing  or  finance. 

Companies  instead  need  to  treat  innova¬ 
tion  like  any  other  important  part  of  their 
business:  as  a  systemic,  measured,  managed, 
repeatable  process — one  that  will  generate, 
filter,  select,  fund  and  launch  ideas  that  drive 
incremental  profit.  Innovation  must  be  a  part 
of  the  company's  DNA,  not  just  a  division,  a 
task  force  or  a  one-time  project. 

The  goal  should  be  to  get  good  at  hitting 
innovation  singles  and  doubles — they  are 
easier  to  generate,  fund  and  implement,  and 
create  a  wealth  of  opportunities.  More  impor¬ 
tantly,  they  enable  an  organization  to  build  a 
repeatable  process. 
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BENEFITS  of 


Sheep  don't  mind  being 
treated  like  sheep 


Sheep  aren't 
demanding 


FIGURE  9b. 


Sheep  want 
simple  things 


Sheep  are 
predictable 


Your  customers  aren't  sheep. 

They’re  your  biggest  opportunity,  and  now  you  can  treat  them  accordingly. 


In  a  perfect  world,  all  your  customers  would  be  the  same. 
They’d  have  similar  problems  requiring  similar  solutions 
Unfortunately,  each  of  your  customers  has  needs  that  are  as 
unique  as  they  are.  They  are  also  your  biggest  opportunity 
to  increase  revenue.  As  such,  they  need  the  individual  care 


you  give  every  major  asset.  At  Siebel,  we  provide  software 
solutions  that  help  companies  create  richer,  deeper,  more 
responsive  relationships  that  yield  tangible  results.  When 
you're  ready  to  get  serious  about  customers,  call  the  people 
more  businesses  of  every  size  rely  on  at  1-800-366-5818. 


IT'S  ALL  ABOUT  THE  CUSTOMER 


For  real  world  results  featuring  world-class  customer-driven  companies,  go  to  www.siebel.com/thecustomer 


DAVID  ALTSCHUL 

President  and  founder, 
Character 


Most  new  products  are  originally  designed 
to  serve  a  functional  need.  Marketers  are 
brought  in — often  after  the  fact — and  charged 
with  fashioning  a  veneer  of  emotion  to  elevate 
the  status  of  the  product  and  embed  its  brand 
in  the  minds  of  prospective  buyers.  It  is  not 
surprising  that  the  resulting  communications 
often  seem  artificial  and  inauthentic.  What 
consumers  really  want  to  know  is,  What  does 
this  new  product  mean  to  me?  What  role 
might  it  play  in  my  life,  and  why  should  I  care? 
This  search  for  meaning  is  the  most  powerful 
driver  of  human  behavior. 

Many  smart,  young  managers  are  ham¬ 
strung  by  a  belief  that  creativity  is  just  making 
stuff  up  and  that  innovation  is  just  problem 
solving.  But  lots  of  problem-solving  muscle  is 
wasted  if  you  don't  know  how  to  determine 
which  problems  are  worth  solving.  For  many 
successful  CMOs,  story  is  the  key,  because  if 
you  really  understand  the  story  your  brand  is 
living  in,  you  can  use  that  story  as  an  aid  to  nav¬ 
igating  the  uncharted  waters  of  innovation. 

Consider  Starbucks:  If  its  story  were  simply 
about  the  conflict  between  quality  and  price, 
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Starbucks  never  would  have  broken  out  of  the 
old  coffee  paradigm.  In  fact,  the  Starbucks 
story  seems  to  be  about  the  conflict  between 
everyday  needs  and  special  indulgences.  If  you 
frame  the  story  that  way,  a  lot  of  the  aspects  of 
Starbucks  that  seemed  out  of  the  box  when 
they  initially  debuted  begin  to  fall  into  place: 
the  couches  and  overstuffed  chairs,  the  secret 
language,  the  specially  curated  CDs  of  popular 
music  and  even  the  price  of  the  coffee  itself. 

To  tell  your  story,  you  need  to  answer  the 
foundational  questions:  What  is  this  brand 
about?  What  does  it  want,  over  and  above 
making  money  for  its  shareholders?  What  are 
the  underlying  conflicts  that  make  its  story 
engaging?  And  what  is  the  deeper  human 
truth  that  connects  the  story  of  this  brand  to 
something  that  its  consumers  can  identify 
with  on  an  emotional  level? 

Story  has  power  because  it  is  the  principal 
tool  by  which  the  human  mind  comprehends 
meaning.  The  trick,  however — and  the  reason 
why  this  part  of  the  process  demands  creativ¬ 
ity — is  that  meaning  cannot  be  expressed 
effectively  in  words  alone.  It  must  be  experi¬ 
enced.  Agood  story  well  told  communicates 
to  the  mind  and  the  heart  at  the  same  time. 
That's  why,  if  you  want  to  consistently  har¬ 
ness  the  power  of  creative  process  to  drive 
innovation,  it  helps  to  begin  with  a  deep 
understanding  of  your  brand's  story.  It  can  set 
the  context  for  innovation  and  help  you 
choose  which  new  ideas  are  most  in  character 
for  your  brand.  It  can  help  you  describe  that 
sweet  spot  between  incrementalism  and  pie  in 
the  sky.  And  it  can  help  you  answer  what  is 
perhaps  thegreatest  challenge  to  innovation: 
knowing  where  to  start. 


JOE  DUFFY 

y  j  )  Chairman  and  founder, 

Duffy  &  Partners 

Meetings  are  the  death  of  innovation. 

Creativity  doesn't  click  on  and  off  at  set 
times.The  innovative  mind  knows  no  sched¬ 
ule  or  restrictive  guidelines.  If  the  environ¬ 


ment  is  open  and  collaboration  flows  freely, 
innovative  ideas  will  develop  and  improve. 

Innovation  begins  with  creative  talent, 
which  must  be  nurtured  in  order  to  flourish. 
Environment  is  key.  Learning  from  those 
around  you  is  also  critical.  The  right  group 
chemistry  is  an  essential  element  in  the  ulti¬ 
mate  creative  experience.  But  there  can  be  no 
room  for  the  self-absorbed,  regardless  of  their 
talent  level. 

The  best  creative  people  also  need  to  feel  like 
they  are  able  to  create  their  best  work.  They 
will  not  live  in  an  environment  fraught  with 
compromise.  Selling  out  won't  work.  Many 
times  that  means  letting  go  of  clients  who  are 
only  comfortable  with  the  tried-and-true 
methods,  which  is  usually  a  short-term  finan¬ 
cial  sacrifice  but  will  pay  long-term  dividends. 

Politics  also  have  no  place  in  the  best  cre¬ 
ative  environments.  Everyone  needs  to  fight 
for  the  best  ideas  rather  than  their  personal 
agendas.  Mutual  respect  is  critical.  Giving 
credit  where  credit  is  due,  constant  encourage¬ 
ment,  honest  appraisal  and  the  celebration  of 
innovative  breakthroughs  are  the  hallmarks  of 
creative  leadership.  At  the  end  of  the  day  (even 
the  hard  ones),  talented,  creative  people  need 
to  look  forward  to  coming  back  to  work  in  the 
morning.  That's  the  ultimate  challenge  for 
those  of  us  who  try  to  encourage  creativity. 

Fostering  a  culture  of  innovation  and  cre¬ 
ativity  is  difficult,  especially  in  large,  multi¬ 
layered  organizations.  Perhaps  that's  why 
historically  the  most  innovative  ideas  tend  to 
be  born  in  the  entrepreneurial  vision  of  a 
founder  or  in  small,  creatively  focused  organi¬ 
zations.  There  are  a  few  exceptions — Apple, 
Nike  and  Virgin — where  innovation  and  cre¬ 
ativity  have  been  codified  into  the  cultural 
DN  A  of  the  organization.  It's  no  coincidence. 


INNOVATION 


::  First  Person 


however,  that  these  organizations  are  still 
guided  by  the  hand  of  leaders  who  embrace 
bold,  creative  thinking,  like  Steve  Jobs,  Phil 
Knight  and  Richard  Branson. 


BILL  CAHAN 

Founder  and  creative  director, 
Cahan&  Associates 


Innovation  is  about  trusting  your  gut  and 
not  caring  what  other  people  think. 

Giving  people  soda  and  cookies,  paying 
them  50  bucks  and  putting  them  on  the  other 
side  of  a  glass  wall  in  a  focus  group  isn't  the 
best  way  to  create  breakthrough  design. 

You  can't  rely  on  consensus  to  change  the 
world.  Sometimes  you  just  have  to  trust  that 
you  are  doing  the  right  thing  and  be  prepared 
for  failure — if  you're  not  failing  sometimes, 
then  you're  not  pushing  yourself. 


JOHN  GABRICK 

CEO,  MindMatters  Technologies 

When  I  was  young,  our  family  used 
to  visit  my  grandmother  in  the  summertime. 
One  of  the  best  parts  was  going  up  into 
Grandma's  attic  and  rummaging  around.  I  rou¬ 
tinely  found  treasures:  pictures,  old  radios  and 
long-forgotten  kindergarten  artwork.  For  me, 


everything  was  new  and  valuable,  even 
though  it  had  been  in  the  attic  for  decades.  I 
saw  possibilities  where  Grandma  saw  junk. 

In  most  companies,  the  technical  folk 
tend  to  reject  more  ideas  than  they  accept.  If 
the  marketing  people  could  take  a  look  at  a 
rejected  notion,  they  may  see  a  marvelous  use 
for  it  that  others  have  overlooked. 

So,  how  can  both  sides  work  together?  And 
how  can  companies  get  the  most  from  their 
product  innovation  efforts?  By  turning  inno¬ 
vation  into  a  legitimate,  quantifiable  business 
process,  that's  how. 

If  you  think  your  organization  already  has 
an  innovation  process,  ask  yourself  if  it  meets 
the  same  rigor  as  your  other  business 
processes.  Chances  are,  your  company  still 
uses  some  variation  on  the  old  suggestion 
box:  ideas  are  randomly  entered,  few  are 
adopted,  and  there's  no  way  to  tell  what's  hap¬ 
pened.  By  implementing  innovation  manage¬ 
ment  as  a  true  business  process,  you  can  gain 
the  ability  to  measure  the  quality  of  the  ideas 
that  enter  the  system,  ascertain  what  ideas 
are  discarded  along  the  way  (and  why)  and 
decide  which  ideas  to  follow  up  on.  Those 
ideas  that  come  out  at  the  other  end,  as  pro¬ 
prietary  intellectual  property,  will  be  of 
greater  value  to  the  firm  because  they've  been 
vetted  through  a  rigorous  process  that  takes 
steps  to  ensure  their  worth. 

The  notion  of  processizing  innovation  may 


strike  you  as  counterintuitive.  But  allowing 
people  to  access  the  ideas  of  others,  in  a  struc¬ 
tured  manner,  may  allow  your  attic  of  ideas  to 
grow  with  tangible  business  benefits. 


S  ANITA  BIZZOTTO 

M  M  CMO,  U.S.  Postal  Service 

^  W  There's  no  other  company  in  the 
world  like  the  U.S.  Postal  Service.  It's  a  media 
company,  a  shipping  and  logistics  company, 
and  a  facilitator  of  financial  services  and 
transactions... all  at  the  same  time.  When  you 
are  lucky  enough  to  be  the  CMO  of  a  company 
that  serves  every  business  and  consumer  in 
the  United  States  every  day,  your  inspiration 
comes  from  just  that — the  prospect  to  serve 
the  needs  of  a  diverse  group  of  customers 
with  totally  different  needs. 

Most  people  think  the  U.S.  Postal  Service 
is  a  government  entity  when,  in  fact,  we  are  a 
$69  billion  company  that  harnesses  all  of  the 
principles  of  marketing  to  deliver  and  sell 
something  people  take  for  granted  every 
single  day.  To  me  marketing  is  simply  about 
connecting  the  right  offer  to  the  right  audi¬ 
ence  at  the  right  time.  We  offer  what  some 
consider  a  public-sector  sendee  in  a  highly 
competitive  private-sector  world.  In  order 
to  keep  and  grow  our  business,  we  have  to  be 
ever}'  bit  as  innovative  as  our  competitors 
when  it  comes  to  service,  measures  and 
performance.  • 
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innovation  only  looks  casual. 

But  behind  every  creative  leap, 

there's  a  real  process  at  work.  It's. . . 


IN  HIS  OFFICE  on  the  top  floor  of  the  Boston  Design  Center, 
Antonio  Bertone  fiddles  with  a  sailors'  knot.  Puma  AG's  32-year-old  global 
director  of  brand  management  would  rather  unravel  rope  than  the 
process  by  which  he  comes  up  with  his  innovative  marketing  ideas — ideas 
that  helped  transform  Puma  from  a  staid,  financially  troubled  sneaker 
manufacturer  into  a  sports  brand  synonymous  with  hipster  fashion. 

Bertone  sits  behind  a  work-scarred  wooden  table.  Long,  narrow  and 
unpolished,  it  resembles  an  artist's  workbench.  But  asking  Bertone  to 
explain  where  his  ideas  come  from — like  the  time  he  showcased  Puma's 
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soccer  cleats  on  tables  in  sushi  restaurants 
during  the  2002  World  Cup  in  Japan — is  a 
bit  like  asking  an  artist  to  deconstruct 
his  brush  strokes. 

"I  might  be  really  sarcastic,"  he 
teases,  straight  off. 

Maybe.  Bertone  is  your  arche¬ 
typical  innovator.  He  is  profoundly 
driven.  (As  an  8-year-old  cycling 
fan,  he  dreamed  of  opening  his  own 
bike  shop. )  He's  a  hustler — his  word.  (At  16,  he  was  promoting  nightclubs 
in  Boston,  and  by  1 9,  he  had  bought  and  sold  a  record  store.)  And  he  likes 
to  break  rules.  ("I  prioritize  in  a  way  that  doesn't  seem  rational  to  other 
people,"  he  admits.) 

Mostly  though,  Bertone  shrugs  at  his  own  creativity.  When  asked,  for 
instance,  how  he  made  the  leap  from  food  to  footware  for  Mongolian 
Shoe  BBQ,  Puma's  latest  product  initiative  in  which  consumers  "cook 
up"  custom  sneakers  from  precut  fabrics,  Bert  one's  response  is  typically 
opaque.  "I'm  sorry,"  he  says  with  a  wry  smile.  "But  to  me  it  was  an  obvi¬ 
ous  idea." 

What  could  be  more  infuriating  than  such  smug  brilliance?  He  seems  to 
draw  inspiration  out  of  thin  air. 


Mystery  Achievements 

It's  no  wonder  we  cloak  innovators  in  awe.  There's  a  serendipity  to  their 
brainstorms  that  defies  investigation.  But  investigate  we  must,  for  the 
need  to  master  the  dynamics  of  this  process — and  it  is  a  process — has 
rarely  been  more  urgent. 

In  today's  fiercely  competitive  business  environment,  where  organi¬ 
zations  can  gain  an  important  edge  by  being  innovative,  plenty  of  com¬ 
panies  devote  time  and  money  to  hire  coaches  who  will  help  break  down 
barriers  to  innovation  (such  as  corporate  hierarchy  and  the  fear  of  risk) 
and  flex  employees'  creative  muscles. 

Yet  few  are  truly  able  to  steer  the  conversation  toward  what  drives  the 
most  innovative  thinkers,  what  actually  fires  their  synapses  and  gets  their 
neurotransmitters  humming. 

To  some  degree,  the  mystery  of  creativity  is  real.  While  pop  culture  has 
co-opted  theories  about  the  left  brain  as  the  domain  of  linear,  logical  ideas 
and  the  right  brain  as  the  stage  for  more  visual  and  abstract  thoughts, 
researchers  have  yet  to  isolate  a  specific  locale  for  creativity.  In  Juice:  The 
Creative  Fuel  That  Drives  World-Class  Inventors,  Evan  I.  Schwartz  traces  the 
creative  compulsion  to  imaginative  childhood  play — such  as  talcing  apart 
a  TV  set  and  rearranging  its  parts.  But  that  merely  raises  the  question: 
Why  are  some  of  us  more  creative?  "It's  always  been  mysterious,"  admits 
Schwartz.  "And  mostly  it  still  is." 

Yet  after  probing  Bertone  and  other  innovators — from  the  medical 
inventor  Dr.  Thomas  Fogarty  to  the  celebrated  product  firm  IDEO — it 
is  possible  to  unravel  breakthrough  insight.  Behind  those  coveted  and 


Puma's  "Mongolian  Shoe  BBQ" 
campaign,  inspired  by  a  customized 
style  of  cuisine,  lets  customers 
"cook  up"  their  own  shoes. 

trumpeted  eureka  moments  is  a  long  and  often  arduous 
course,  one  that  others  can  follow. 

"Anyone  can  be  an  [innovator],  just  as  you  can  learn  to  be  a 
sailor  or  a  painter,"  says  Schwartz.  "There  are  different  cre¬ 
ativity  patterns  that  drive  [innovators]  and  all  these  can  be 
learned  and  practiced." 

These  patterns  are  less  cerebral  than  pop  culture  would  have  us 
believe.  Empathy  and  passion  often  precede  the  really  big  cognitive  leaps. 
And  down-to-earth,  practical  motivations  often  account  for  the  final 
product,  whether  it's  a  lifesaving  medical  device,  a  brand-new  business 
model  or  a  cutting-edge  marketing  campaign. 


Feelings  First 

In  Lexington,  Mass.,  the  offices  of  IDEO,  whose  long  fist  of  innovations 
includes  the  Neat  Squeeze  tube  and  the  first  mouse  for  Apple,  team  mem¬ 
bers  Ela  Ben  TJr,  Dan  Schwartz  and  Jim  Collins  peel  back  fids,  tear  plastic 
bags  and  pry  open  boxes,  occasionally  bending  for  a  whiff  of  preprocessed 
food.  They  are  deep  in  a  "synthesis"  on  the  subject  of  food  and  conven¬ 
ience.  The  team's  task  is  to  understand  the  existing  market,  evaluate  why 
some  products  and  approaches  are  successful,  and  then  identify  unmet 
needs  and  new  opportunities. 

A  tall  metal  shelf  nearby  displays  convenience  foods,  from  packets  of 
Quaker  Instant  Oatmeal  to  Yoplait's  Go-Gurt,  the  latest  iteration  of  on- 
the-go  sustenance.  But  the  team's  discussion,  densely  analytical  at  times, 
is  not  concerned  with  the  mechanics  of  manufacturing  or  packaging  these 
goods — although  the  group  includes  two  engineers  and  a  physicist. 
Instead,  they  talk  about  a  coworker  "tormented"  by  her  reliance  on  lunch 
meals  swathed  in  layers  of  packaging,  and  parents  who  feel  "lazy"  buying 
peanut  butter  and  jelly  swirled  in  a  single  jar,  an  observation  gleaned  dur¬ 
ing  team  leader  Ben-Ur's  field  research  at  school  sports  practices. 

It's  easy  to  imagine  the  soli  tary  innovator,  holed  up  in  a  lab  or  office,  por¬ 
ing  over  notes  and  scratching  her  head  as  if  to  kindle  an  intellectual  fire. 
But  the  act  of  empathy  is  what  really  drives  the  early  phase  of  innovation. 

Business  coaches  and  professors  of  creativity  sometimes  talk  about 
innovators  having  a  quality  of  "openness,"  or  an  eye  for  the  minutiae  of 
human  experience.  IDEO  General  Manager  Tom  Kelley  defines  this  attrib¬ 
ute  as  an  "empathy  for  consumers'  needs,  even  if  those  consumers  are  very 
different  from  yourself." 

For  Josh  Kopelman,  that  meant  putting  himself  in  the  shoes  of  a  spam¬ 
mer.  Kopelman  is  a  serial  entrepreneur  whose  profit-turning  ventures 
include  Half.com,  the  first  online  fixed-price  marketplace  where  people 
could  sell  used  books,  music,  movies  and  video  games.  Last  year,  he 
launched  T urnTide,  a  company  that  produced  the  first  antispam  router  to 
stop  unwanted  e-mails  before  they  enter  a  network.  Security  software 
giant  Symantec  bought  TurnTide  six  months  after  its  launch. 

In  developing  the  software,  Kopelman  says,  he  had  to  "understand  the 
motivators  and  drivers  of  all  the  people  in  that  ecosystem.  What  are  the 
economics  of  a  spammer?  What  are  the  challenges  of  a  CEO?  Trying  to 
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THERE  IS,  IN  THE  TOWN  OF  GREENLAND,  N.H., 

a  modest  brand-design  and  marketing  communications  company 
called  MicroArts.This  small  outfit  deserves  our  attention  not  so  much 
for  the  nifty  logos  or  flashy  websites  it  creates,  but  for  its  unique  man¬ 
ner  of  self-evaluation.  When  the  "MicroArtists"  want  feedback,  they 
turn  to,  of  all  things,  computer  monitors.  The  company's  design  team 
tries  to  post  new  material  three  times  a  day  on  12  screens  stationed 
around  the  office. 

Holy  crit!  You  might  imagine  these  Granite  State  creatives  would  feel 
anxious  that  the  big  boss  is  always  looking  over  their  shoulders.  But 
this  isn't  the  case.  The  monitor  system  is  all  about  sharing  and  trust, 
says  Peter  Getman,  principal  brand  director.  And  that  is  precisely  what 
marketing  managers  must  foster  to  build  a  safe  haven  for  innovation. 

"Most  offices  revolve  around  one  opinion— the  boss's,"  says  Joe 
Napurano,  principal  designer  of  Akilez  Design  Consultants.  "The  trick 
is  to  get  people  to  feel  safe  to  give  their  ideas  and  opinions." 

A  marketing  manager  has  to  establish  an  atmosphere  of  freedom 
and  trust  to  foster  innovation,  agrees  Linda  Naiman,  creativity  consult¬ 
ant,  coach  and  coauthor  of  Orchestrating  Collaboration  at  Work.  One 
way  to  do  that:  "Give  everyone  a  chance  to  be  heard,"  she  suggests. 
"Then  evaluate."  Holding  your  fire  ensures  that  team  members  are  not 
afraid  to  "put  forward  a  lousy  idea." 

Getman  says  the  MicroArts  monitors  allow  designers  to  "present 
their  rationale  on  the  creative."  But,  he  says,  they  sometimes  function 
as  an  SOS  to  announce,  "Hey,  I'm  struggling  here.  Can  we  have  a  quick 
huddle  in  the  conference  room?" 

Of  course,  not  every  corporate  culture  is  this  collegial.  When  an 
environment  is  hostile  to  the  creative  process,  the  CMO  must  step  in. 
For  instance,  some  organizations  harbor  people  who  "can't  stand  the 
creative  phase  of  the  creative  process,"  says  Naiman.  To  have  the 
space  to  innovate,  it's  necessary  to  keep  these  idea-killers  at  a  dis¬ 
tance  during  a  project's  early  stages. 

"Protect  people  from  the  naysayers"  at  the  beginning  of  the  cre¬ 
ative  process,  says  Naiman. 

Smart  managers  also  encourage  employees  to  seek  inspiration  out¬ 
side  the  office,  say  the  specialists.  Some  might  even  issue  a  "creative 
freedom  pass"  that  entitles  the  bearer  to  time  during  the  workday  to 
recharge  his  batteries  at  a  museum,  gallery,  bookstore  or  movie. 

Finally,  CMOS  need  to  form  partnerships  with  their  creatives,  says 
Deborah  Annes,  an  organizational  psychologist  and  professor  of  orga¬ 
nizational  behavior  at  Golden  Gate  University.  Try  spending  real  time 
with  your  right-brainiacs  to  find  out  what  they  need  to  operate,  then 
"use  the  manager  role  to  buffer  the  creative  from  the  business- 
as-usual  part  of  the  organization."  At  the  same  time,  she  says,  make 
sure  that  creatives  understand  "the  organizational  restraints  under 
which  the  manager  must  function." 

At  MicroArts,  the  monitors  have  both  encouraged  creativity  and 
made  the  design  process  more  efficient,  "it  takes  up  less  time  now, 
since  we  can  just  stop  by  to  check  out  the  latest  postings  on  our  way 
to  the  bathroom,"  says  Taylor  Luke,  a  MicroArts  creative  lead.  She 
adds,  "It  feels  great  when  somebody  comes  up  to  you  to  tell  you  how 
much  they  like  the  work  you  have  posted."  - Ken  Gordon 


understand  people  is  important  in  the  idea  gen¬ 
eration  process." 

But  empathy  can  take  you  only  so  far.  Those 
who  innovate  for  a  living  also  use  casual  but 
carefully  calibrated  questions  to  drill  for  emo¬ 
tional  insight.  "When  we  go  into  a  field,"  says 
IDEO's  Kelley,  "it's  common  for  us  to  start  with 
something  like,  Tell  me  a  story  about  the  time 
your  cellphone  let  you  down.'  Or,  'Tell  me  about 
a  time  you  were  annoyed  with  someone  else's 
cell  phone.'" 

How  does  Kelley  lcno w  when  he's  struckgold? 
"The  more  emotion  involved  in  the  answer,  the 
better,"  he  says. 

The  drive  to  innovate  may  also  stem  directly 
from  personal  frustration.  Unhappy  with  a  local 
bike  store.  Puma's  Bertone  yearned  to  open  his 
own.  Explaining  this  childhood  dream,  he  says, 
"I  was  obsessed  with  BMX,  and  I  hated  the  shop 
in  town."  Unwittingly,  he  confirms  a  pattern 
among  innovators.  Where  someone  else  might 
assume  a  personal  frustration  is  just  that — indi¬ 
vidual  and  quirky — innovators  assume  that  if 
they  feel  that  way,  then  others  must  too.  Rec¬ 
ognizing  this — and  then  acting  on  it — is  part  of 
the  innovative  impulse. 

Thomas  Ward,  professor  of  psychology  at  the 
University  of  Alabama,  sometimes  strains  to  get 
this  point  across  to  his  students.  "If  you've  had 
a  problem  with  an  everyday  situation,  it's  likely 
that  other  people  have  had  that  problem.  You're 
well  on  the  way  to  have  an  idea  for  an  invention 
if  you  can  realize  that." 


Chaos  Theory 

Say  the  word  "innovator"  and  what  picture 
springs  to  mind?  Einstein?  Back  to  the  Future's 
Doc  Brown,  with  his  riotous  white  hair  and  a 
string  tied  to  his  finger?  It's  an  enduring  image: 
the  rumpled,  disorganized  genius  with  a  glint 
of  madness  in  his  eye.  But  like  many  idees  fixes 
about  innovation,  it  doesn't  quite  stick. 

Puma's  Bertone  seems  to  fit  the  Doc  Brown 
stereotype — although  his  own  hair  is  neatly 
pulled  back  in  a  ponytail.  Asked  about  his  repu¬ 
tation  in  the  office,  he  laughs.  "Chaotic,"  he  says, 
shooting  a  coworker  a  glance  for  confirmation. 
But  his  self-deprecation  belies  an  orderly  streak: 
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IDEO's  Ela  Ben-Ur  holds  a  bag  of 
baby  carrots  as  she  and  her  team 
probe  for  new  insights  around 
food  and  convenience.  Team 
member  Jim  Collins  summarizes 
part  of  the  group's  discussion. 
His  colleague  Dan  Schwartz  eyes 
a  rainbow  of  Post-its  that  chart 
their  progress. 


ny  trend  monkey  can  come 


up  with  a  bunch  of  ideas.  But  are  you 
solving  the  right  problem?” 


-IDEO'S  DAN  SCHWARTZ 


He  does,  in  fact,  prioritize.  "I  try  not  to  have  all  these  ideas  that  don't  amount 
to  anything,"  he  says. 

That's  what  differentiates  a  successful  innovator  from  someone  with  a 
lot  of  unrealized  what-ifs:  the  ability  to  produce  a  single,  well-defined 
opportunity  from  a  lot  of  cool,  snazzy  ideas.  To  do  so  requires  discipline, 
pragmatism  and  goal-setting. 

"Many  creative  people  really  do  frame  their  work  and  insight  around 
a  real  problem,"  says  Gary  Miller,  chief  development  officer  at  Herman 
Miller,  the  furniture  designer  company  responsible  for  the  Aeron  chair, 
which  brought  together  style  and  ergonomics.  "And  in  their  own  mind 
and  their  own  process,  they  lay  that  up  against  what  they  think  is  a  busi¬ 
ness  initiative.  They  might  not  articulate  it  the  same  way,  but  it  doesn't 


mean  insightful,  creative  people  don't  have  a  practical  goal." 

Ben-Ur  keeps  her  goal  in  sight  during  the  IDEO  synthesis  session.  Mid¬ 
way  through  it,  she  pulls  her  team  back  from  the  creative  edge.  "How  can 
we  actually  capture  all  this  as  a  tool?"  she  asks,  gesturing  at  a  large  board 
festooned  with  Post-it  notes,  each  describing  individual  personal  issues 
surrounding  food,  from  the  decline  of  the  family  meal  to  recycling. 

The  notes  track  the  team's  zigs  and  zags  from  one  idea  to  another.  But 
on  closer  inspection,  it's  clear  all  the  comments  funnel  into  one  central 
question:  What  needs  are  unmet? 

And  that's  the  point:  "Any  trend  monkey  can  come  up  with  a  bunch  of 
ideas,"  observes  IDEO's  Schwartz.  The  key  thing  to  ask,  he  says,  is,  "Are 
you  solving  the  right  problem?" 
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Curiouser  and  Curiouser 

Innovations  often  come  with  a  metaphor 
attached  like  an  endnote.  The  iMac  computer 
borrowed  its  luscious  design  from  translucent 
hard  candy.  The  Aeron  chair,  porous  and  flex¬ 
ible,  was  inspired  by  women's  panty  hose.  The 
balloon  catheter,  which  revolutionized  the 
treatment  of  clogged  arteries,  drew  on  the  art 
of  fly  tying. 

Aristotle  calls  metaphor  a  "mark  of  genius." 

But  as  soon  as  the  word  "genius"  enters  the  dis¬ 
cussion,  innovation  seems  to  belong  again  to  the 
gifted  few. 

The  myth  is  quickly  dispelled  by  Dr.  Fogarty, 
inventor  of  the  balloon  catheter.  "I  don't  think 
to  be  a  great  innovator  you  need  to  be  brilliant. 

You  need  to  have  a  capacity  to  think  differently. 

That's  not  necessarily  brilliant." 

Yet  why  does  an  innovative  solution,  in  the 
retelling,  often  appear  to  emerge  out  of  nowhere 
like  a  flashlight  turned  on  suddenly  in  a  dark 
cave?  Many  innovators  and  experts  point  to 
curiosity — not  genius — as  the  reason  innova¬ 
tors  are  able  to  make  unlikely  connections. 

Herman  Miller  looks  for  this  quality  in  its 
hires.  "The  people  that  Herman  Miller  finds  itself 
attracted  to  are  people  with  this  big  worldview," 
says  Miller.  "They're  fun  to  sit  around  with  and 
talk  to  about  almost  anything,  and  they  speak 
with  insight  and  eloquence  about  things  well 
beyond  their  professional  discipline." 

Innovators  bring  those  outside  experiences 
to  bear  on  their  work.  For  instance,  Bertone's 
extracurricular  activities  include  interior 
design,  sailing,  food  and  travel.  It  was  this  last 
pursuit  that  inspired  him  to  come  up  with 
96  Hours,  a  coordinated  range  of  footwear  and 
apparel  designed  to  outfit  a  traveler  on  a  four-day 
business  trip.  Sold  as  a  set  with  a  custom  Puma 
suitcase,  it  includes  a  complete  wardrobe — 
including  shoes — for  meetings,  exercise  and 
evenings  out. 

Fogarty  exemplifies  how  outside  interests  can  be  a  wellspring  of 
metaphor  and  innovative  solutions.  Fogarty  is  an  avid  fisherman  and  a 
professional  vintner,  in  addition  to  being  a  surgical  professor  at  Stanford 
University.  Working  as  a  scrub  technician  while  in  college,  Fogarty  spent 
many  hours  observing  patients  undergoing  invasive  surgery  for  blood 
clots.  His  experiences  eventually  led  him  to  devise  a  simpler  surgical  sys¬ 
tem  using  a  thin  catheter  and  a  small  balloon.  One  problem:  N oglue  existed 


to  hold  it  all  together.  But  Fogarty's  knowledge 
of  fishing  and  fly  tying  helped  him  hit  on  the 
perfect  solution  to  the  problem. 

Inspiration  struck  twice.  Years  later,  as  a 
semiretired  surgeon  and  vintner,  Fogarty 
improved  on  his  own  balloon  catheter  by 
drawing  an  analogy  between  catheters  and 
corkscrews — one  unplugs  arteries  and  the 
other  unplugs  wine  bottles. 

"Would  I  have  made  that  correlation  if 
I  hadn't  been  in  the  winery?  Probably  not," 
he  declares. 

Confident,  Not  Arrogant 

Maybe  it's  the  way  they  challenge  authority 
and  embrace  risk.  But  in  the  popular  imagina¬ 
tion,  innovators  always  have  a  whiff  of  arro¬ 
gance  about  them. 

There's  no  question  it  takes  confidence — 
and  a  healthy  shot  of  self-esteem — to  stay 
the  course  when  others  doubt.  However,  that 
doesn't  mean  innovators  don't  suffer  pangs  of 
doubt  and  anxiety.  The  difference,  perhaps,  is 
that  they  are  willing  to  embrace  failure  and  to 
learn  from  it. 

"I've  had  a  few  good  outcomes,"  Kopelman 
says.  But  he  quicldy  adds,  "I'm  due  for  a  failure. 
Accepting  that  is  a  natural  part  of  the  process." 

Innovators  also  don't  rest  on  their  latest — or 
greatest — idea.  They  are  always  on  the  lookout 
for  the  next  big  thing.  In  Bertone's  case,  the 
drive  to  innovate  has  led  him  to  push  Puma  into 
an  arena  where  sports  brands  have  never  played 
before:  high  fashion.  Working  with  such  top 
designers  as  Christy  Turlington  and  Philippe 
Starck,  he  has  created  special  lines  and  cam¬ 
paigns  that  redefined  the  brand  in  the  minds  of 
consumers.  And  he's  not  done  yet:  "I  think  the 
world  of  sports  fashion  is  still  that  small,"  he 
says,  pressing  forefinger  to  thumb. 

As  successful  as  he's  been,  Bertone  knows  that  a  good  innovator 
always  stays  on  his  toes.  Brand  innovation,  he  says,  works  "like  a  rela¬ 
tionship.  How  do  you  not  become  boring  toyour  partner?" 

For  all  of  Bertone's  casual  confidence,  his  answer  to  the  question  is 
surprising.  "You  have  to  always  have  that  insecurity,"  he  says.  "You  can't 
get  too  confident  with  your  ideas."  • 


Feature  Writer  Samar  Farah  can  be  reached  at  sfarah@cxo.com. 


Mind-Set 

of  the 

Innovator 

WE  OFTEN  think  of  innovators 
as  right-brained  geniuses,  which 
would  make  the  rest  of  us  left- 
brained  goofs.  While  pop  psychol¬ 
ogy  has  embraced  this  dichotomy, 
experts  say  it's  misleading.  Below 
are  10  common  innovator  traits, 
compiled  by  Judith  E.  Glaser,  author 
of  Creating  We:  Change  1-Thinking 
to  We-Thinking&  Build  a  Healthy, 
Thriving  Organization .  -S.  F. 

1 

Breaks  rules 

2 

Humble  yet  confident 

3 

Persistent 

4 

Willing  to  experiment, 
experiment,  experiment 

5 

Connects  random  ideas 

6 

Open  to  the  universe 

7 

Aptitude  for  metaphors 

8 

Has  a  beginner’s  mind 

9 

Comfortable  with 
ambiguity 

10 

Optimistic 
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INNOVATION 


Creativity  doesn't  have  to  be  confined 

to  the  product  development  lab.  Here  are  four 


When  most  people  think  of  innovation,  ofinnovationasanythingthatyieldsafreshidea 
their  minds  likely  focus  on  one  of  two  things:  ora  novel  approach,  then  virtually  any  aspect  of 

cool  new  products  or  whiz-bang  technologies.  marketing  becomes  rife  with  possibilities,  from 

While  those  areas  have  certainly  yielded  sue-  howyou  execute  customer  research,  to  where 

cess  for  many  a  company  (and  will  probably  you  communicate  your  message,  to  whom 
continue  to  do  so),  today's  strategic  marketer  you're  targeting  with  that  message, 

istakinga  more  holistic  view  of  innovation.  To  illustrate  this  broadening  definition  of 

As  marketing  becomes  more  integrated  and  innovation  in  marketing,  we've  assembled 
cross-disciplinary,  so  too  has  the  idea  of  what  a  sampling  of  companies  that  are  leading 
constitutes  a  marketing  innovation.  If  you  think  the  way. 
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THE  CUSTOMER  RESEARCHER  ::  Virgin  AtldlltiC AlfWayS 

Fully  engaging  the  consumer 


The  9/1 1  punch  to  the  airline  industry  put  many  a  carrier  into  a  pre¬ 
carious  financial  position.  The  few  that  have  thrived  put  their  effort 
into  distinguishing  themselves  from  the  crowd.  Virgin  Atlantic  Air¬ 
ways  rose  above  the  pack  in  part  by  creating  a  better  experience  for 
business  travelers.  Turning  to  its  most  loyal  customers,  it  engaged 
them  in  an  elaborate  customer-feedback  process. 

"Following  the  events  of  Sept.  11,  the  business-travel  market  went 
into  severe  decline,"  says  Sir  Richard  Branson,  chairman  of  Virgin 
Atlantic.  "Almost  everyone  in  our  industry  cut  back  on  investment." 


In  a  counterintuitive  move,  Virgin  Atlantic  invested  in  new 
projects,  "knowing  that  by  the  time  market  conditions 
improved,  we  would  be  ahead  of  our  competitors,"  says 
Branson. 

The  design  team  learned  that  business  consumers  who 
had  to  travel  craved  improved  comfort.  So  it  created  a  third 
cabin  class  called  premium  economy.  Priced  between  econ¬ 
omy  and  upper  class,  it  provides  a  dedicated  check-in  to  min¬ 
imize  wait  time  and  seats  with  more  legroom. 

Building  on  the  positive  feedback.  Virgin  Atlantic  invited 
a  sampling  of  its  most  devoted  business  customers  to  spend 
the  night  in  a  mock  airplane  cabin,  complete  with  flight 
attendants,  food  and  entertainment.  The  pretend  passen¬ 
gers  evaluated  everything  from  the  position  of  the  overhead 
light  to  the  width  of  the  tray  table.  The  research  resulted  in  a 
number  of  innovations.  Subjects  said  they  wanted  room  for 
both  a  laptop  and  a  sandwich  on  the  tray  tables,  so  Virgin 
Atlantic  redesigned  accordingly.  Participants  also  said  they 
disliked  a  regimented  dining  routine;  Virgin  Atlantic 
responded  with  a  "freedom  menu"  that  allows  passengers  to 
order  food  whenever  they  wish. 

Virgin  Atlantic's  research  also  led  to  a  significant  recon¬ 
figuration  of  the  business-class  cabin,  which  was  unveiled 
with  the  launch  of  the  upper-class  suite.  Now  configured  in  a 
herringbone  fashion  instead  of  standard  rows,  the  cabin  pro¬ 
vides  privacy  and  aisle  access  from  every  seat,  as  well  as  indi¬ 
vidual  video  monitors  with  on-demand  viewing  options.  In 
response  to  passengers'  requests  for  separate  sleeping  and 
seating  options,  a  fully  reclining  leather  passenger  seat  flips 
into  a  duvet-covered  foam  mattress  for  sleeping. 

The  total  investment  for  the  new  upper-class  suite,  which 
was  launched  at  the  end  of 2003,  was  about  $132  million, 
according  to  Chris  Rossi,  Virgin  Atlantic's  vice  president  of 
sales  and  marketing  for  North  America.  "The  airlines  were 
looking  for  every  dollar  they  could  get,  so  it  was  risky  to 
make  the  investment,"  he  says.  "Most  other  airlines  are  tak¬ 
ing  [things]  away.  What  a  ripe  opportunity  for  us  to  capital¬ 
ize  on  what  we've  been  doing  for  20  years." 

And  capitalize  it  has.  Revenue  on  U.S.-originating  flights 
increased  by  25  percent  from  2003  to  2004.  Virgin  Atlantic 
also  reports  a  26  percent  increase  in  business-class  passen¬ 
gers  on  all  flights  for  the  same  period. 

-Joyce  Pellino  Crane 
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In  a  television  advertising  environment 
challenged  by  fragmented  viewer  habits 
and  DVR  commercial  zapping,  embedded 
advertising  is  an  integral  part  of  any 
comprehensive  media  mix. 

A  leader  in  the  industry,  HERO  Product 
Placement  has  garnered  uncountable 
impressions  for  respected  brands  from 
the  Financial  Times  to  RE/MAX  to  Panda 
Express. 

No  matter  what  your  product  or  service, 
HERO  can  craft  an  integrated  advertising 
solution  tailored  to  your  needs. 
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::  Best  Practices 


THE  BRAND  BRAINSTORMER 

-  Pepperidge  Farm 

Understanding  your 
consumer’s  mind- set 


Simon: 
Exploring 
indulgence. 


How  do  you  persuade  a  calorie- 
conscious,  nutrition-crazed 
market  to  indulge  in  sinful 
snacks?  That  was  the  challenge 
facing  the  marketing  staff  at 
Pepperidge  Farm  when  they 
gathered  in  N ew  York  City  last 
year  to  brainstorm  marketing 
ideas  for  the  company's  new  line 
of  sweet  snacks  called  Whims. 

The  solution:  incorporate 
extravagance  and  luxury  into 
product  packing,  placement  and 
communication. 

Michael  Simon,  vice  presi¬ 
dent  and  general  manager  of 
Pepperidge  Farm's  snack  divi¬ 
sion,  wanted  to  figure  out  what  would  make  a  consumer  pay  a  pre¬ 
mium  price  for  a  product  that  goes  against  the  grain.  To  encourage 
his  staff  to  think  outside  the  cookie  jar,  Simon  sent  teams  on  a  "lux¬ 
ury  scavenger  hunt"  to  visit  day  spas  and  salons,  high-end  restau¬ 
rants  and  bookstores  to  understand  the  psychology  behind 
indulgence  and  the  emotional  connection  to  a  craving. 

They  reported  back  on  what  made  each  experience  luxurious, 
then  discussed  how  those  characteristics  could  be  translated  into 
campaign  attributes.  Eventually  the  group  funneled  an  array  of 
emotions  into  one  key  idea:  a  mini,  portable  spa  treatment  for  the 
palate.  Packaging,  print  ads  and  in-store  promotions  for  the  "pop- 
pable"  treats  emphasize  luxury  on  the  fly  and  invite  consumers  to 
reward  themselves  with  a  small  indulgence  that  fits  their  busy 
schedules.  The  actual  container  is  designed  like  a  cup,  is  resealable 
and  nests  easily  inside  vehicle  cup  holders. 

It's  all  about  rewarding  oneself  for  hard  work,  says  Simon.  "Our 
coolde  business  is  very  much  about  indulgent  treats,"  he  says.  "It's  a 
psychic  reward  for  the  hard  work  women  do  every  day.  It's  about 
their  'me  time.'"  Simon  and  his  staff  are  aiming  at  busy  women  who 
might  typically  do  the  grocery  shopping  for  their  families  and  are 
looking  for  a  pat  on  the  back  for  running  the  household. 

The  line  was  launched  at  the  beginning  of  the  summer.  Sales 
results  are  preliminary,  but  the  company's  overall  bake  and  snack 
sales  are  up  8  percent  for  fiscal  2005  and  bread  sales  are  up  17per- 
cent,  according  to  a  report  by  Credit  Suisse  First  Boston. 

"There's  a  powerful  connection  between  luxury  brands  and  the 
consumer,"  says  Simon.  "It  ultimately  yields  into  lifetime  relation¬ 
ships  and  brand  loyalty."  -J.C.P. 


Bringing  company 
values  to  life 


Companies  are  starting  to  recognize  that  they're  missing  out  on 
communicating  their  brands  to  a  vast,  untapped  constituency: 
their  employees.  Inspiring  staff  members  to  become  brand  emis¬ 
saries  first  requires  a  belief  in  the  importance  of  internal 
branding.  At  Best  Buy,  that  faith  is  resolute.  "Our  employees 
are  our  brand,"  says  Steve  Prather,  vice  president  of  internal 
communication. 

To  "free  the  passion,"  as  Prather  puts  it.  Best  Buy  turns  to  the 
power  of  storytelling.  The  vehicle?  Its  very  own  production  com¬ 
pany:  Yellow  Tag,  which  is  named  after  the  company's  distinctive 
logo.  Yellow  Tag  brings  to  life  Best  Buy  core  values  as  well  as  its  belief 
in  the  uniqueness  of  employees  and  customers.  The  production  com¬ 
pany  creates  a  monthly  15-minute  magazine  program,  TAGtv,  which 
provides  company  updates  and  highlights,  disseminating  concrete 
examples  of  what  the  brand  stands  for.  One  Florida  store  helped 
rebuild  the  local  community 
after  one  of  last  year's  hurri¬ 
canes.  'We  create  celebrity 
employees  and  stores,"  says 
Prather.  Productions  are  also 
created  to  showcase  quirky 
events.  "We  had  helicopters 
come  to  dry  the  pavement  so 
the  Detroit  location  could 
open  on  time,"  says  Prather. 

"That's  folklore  now." 

Yellow  Tag's  creations 
serve  to  spark  the  Best  Buy 
spirit,  which  Prather  and  his 
staff  hope  will  catch  on  with 
consumers.  "If  we  want  cus¬ 
tomers  to  have  a  good  time, 
we  first  need  to  give  our 
employees  license  to  have 
fun,"  says  Prather. 

Executive  buy-in  for  this 
philosophy  is  also  evident  in 
Yellow  Tag's  creations,  in 
which  executives  poke  fun 
at  themselves,  allowing  themselves  to  be  seen  in  a  less-than- 
buttoned-down  light. 

Best  Buy  believes  the  productions  give  employees  permission  to 
create  a  lively  and  enjoyable  retail  atmosphere.  "You  can't  find  the 
secret  of  our  success  in  a  spreadsheet,"  says  Prather.  "The  secret 
sauce  is  the  people."  -Diann  Daniel 
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P  ::  Best  Practices 

Partnering  with  your  customers 

■ 


m MHH 

Avery  Dennison  also  wanted  better  communication  across  the 

entire  company.  "This  is  a  $5  billion  business  with  a  number  of 
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different  operating  divisions,  and  sometimes  they  don't  talk  to 
each  other  about  what  they'r  e  doing,"  says  Miglionico.  That  has 
become  increasingly  important  as  the  company  moves  beyond  sell¬ 
ing  its  hallmark  printing  labels  and  into  sound-attenuation  and 
lighting  control  products.  Avery  Dennison  is  also  making  the  oft- 
touted  move  into  value-added  services,  with  the  concomitant  need 
to  identify  cross-selling  opportunities  across  the  entire  company. 

"We're  trying  to  identify  opportunities  to  create  more  for 
customers  beyond  the  actual  materials  we  sell,"  says  Miglionico, 

"whether  it's  in  spotting  cost  reductions  or  providing  improved 
features  to  help  them  gain  additional  revenue." 

And  that's  where  Innovation  Days  fit  in.  Avery  Dennison  brings 
a  team  of  its  marketing,  engineering  and  manufacturing  staff  to  a 
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client  site  to  brainstorm  with  customers.  Before  the  actual  day, 
staffers  do  a  preliminary  debriefing  with  customer  representatives 
and  map  Avery  Dennison's  capabilities  wi  th  customer  needs.  Then 
it  presents  a  refined  story  to  the  larger  groups,  which  typically 
sparks  a  brainstorming  session.  "It's  partly  a  discussion  of  the  range 

of  what  we  have  to  offer,"  says  Miglionico,  "but  it's  also  a  chance  for 
us  to  show  something  we're  working  on  that  they  might  have  a 

need  for." 

For  example,  at  a  recent  event,  the  staff  presented  a  new  type  of 
window  that  can  change  from  clear  plastic  to  frosted,  providing  pri¬ 
vacy  at  the  touch  of  a  button.  One  customer  had  concerns  about 
extreme  cold-temperature  performance,  which  Avery  Dennison 

_ 

had  not  considered  in  the  initial  product  design.  With  that  input, 
they  changed  the  chemistry  to  improve  the  product's  utility  in  cold 
environments.  Another  customer  was  interested  in  adding  color  to 
the  glass,  so  it  also  changed  hue. 

It's  hard  to  innovate  in  isolation.  Sure,  some  great  ideas  emerge 
from  the  lone-wolf  genius  sequestered  in  some  remote  laboratory, 
but  in  most  marketing  departments,  new  opportunities  spring 
from  collaboration,  both  inside  and  outside  the  company. 

To  maximize  idea  cross-pollination,  the  folks  at  Avery  Dennison 
instituted  Innovation  Days  two  years  ago.  According  to  Joe 
Miglionico,  business  development  manager  for  its  industrial  and 
automotive  products  divisions,  the  concept  arose  out  of  its  need  to 
increase  and  diversify  its  revenue  base.  It  established  three  cate¬ 
gories  of  new-business  opportunities:  Horizon  1,  which  refers  to 

Innovation  Days  have  helped  Avery  Dennison  expand  its  proj¬ 
ect  pipelines:  It  maintains  a  database  of  more  than  30  project  ideas 
that  the  meetings  have  generated.  Anyone  can  access  the  database, 
which  provides  opportunities  for  employees  to  coordinate  their 
efforts.  'We  can  find  out  who  is  doing  Innovation  Days,  and  we  can 
call  that  person  and  say,  We  can  help  you,  or  we  can  do  it  jointly,"' 
says  Miglionico.  "It  helps  break  down  the  internal  barriers,  and  has 
increased  cross-divisional  communication  by  1,000 percent." 

Innovation  Days  have  translated  directly  into  revenue.  At  a 
recent  event  with  a  large  automaker,  Avery  Dennison  presented 

efforts  that  create  ways  to  sell  more  of  what  the  company  is  already  Velcro-like  fasteners  that  the  company  had  been  able  to  customize 

selling;  Horizon  2,  which  comprises  efforts  to  adapt  current  prod-  to  have  a  stronger  hold  for  the  customer  to  use.  "That  was  probably 


ucts  for  new  business  ideas  and  Horizon  3,  which  refers  to  com¬ 
pletely  new  market  opportunities.  'We  had  no  problem  finding 
Horizon  1  projects,"  says  Miglionico.  "But  we  had  issues  with  the 
Horizon  2  and  3  pipelines." 

about  a  $4  million  project,"  says  Miglionico.  "If  it  hadn't  been  for 
the  Innovation  Days,  we  would  never  have  gotten  there.  Innova¬ 
tion  Days  allowed  us  to  match  needs  with  capabilities  in  a  more 
efficient  manner."  -Christopher  Caggiatio 
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Advertising  Supplement 


Earning  A  Seat 
In  The  Boardroom 


Credibility 


HP  is  one  of  the  leading  technology  companies 
in  the  world,  with  over  $83  billion  in  annual 
revenues  and  serving  a  broad  spectrum  of 
customers  from  global  enterprises  to  more  than  a 
billion  consumers  worldwide.  Delivering  a  globally 
consistent,  high-quality  customer  experience  is  critical  to  its  success. 

Yet,  given  its  size  —  over  140,000  employees  operating  in  178  countries 
—  maintaining  this  consistency  and  responsiveness  was  challenging. 

After  the  merger  with  Compaq,  Mike  Winkler,  Executive  Vice 
President,  Customer  Solutions  Group,  HP,  faced  the  added  challenge  of 
aligning  and  optimizing  the  activities  of  86  different  marketing  organi¬ 
zations  around  the  globe  —  each  with  its  own  systems,  resources, 
budgets  and  marketing  processes.  "One  of  my  first  priorities  as  CMO," 
states  Winkler,  "was  to  use  systems  and  analytics  to  evaluate  our  mar¬ 
keting  spend  and  how  we  could  optimize  it,  with  the  goal  of  honing 
marketing  to  be  a  true  long-term  contributor  to  HP's  success." 

Winkler  opted  to  get  the  job  done  by  partnering  with  Siebel 
Systems,  HP  Services  and  an  SI  partner  to  deploy  an  insight-driven, 
closed-loop  solution  that  links  marketing  strategy  to  measurable 
business  results.  The  first  phase  of  the  project,  completed  in  6  months, 
focused  on  deploying  a  marketing  resource  management  solution 
to  HP's  3,500  marketing  users  worldwide,  using  Siebel  Enterprise 
Marketing  Suite  and  Siebel  Business  Analytics  fully  integrated  with 
HP's  back-office  financial  systems. 

Today,  the  entire  HP  marketing  organization  uses  the  same  processes, 
system,  language  and  metrics  to  plan,  execute,  and  optimize  its  market¬ 
ing  investments. 

The  solution  provides 
every  marketer  with 
near  real-time  cus¬ 
tomer  and  business 
insights  that  lead  to 
smarter  decisions 
about  how  and  where 
they  spend  money. 
Winkler  adds,  "Siebel  Enterprise  Marketing  Suite  and  Siebel  Business 
Analytics  offered  a  dramatic  improvement  not  just  in  the  efficiency  and 
effectiveness  of  our  spend,  but  also  in  our  knowledge  of  what  was 
appealing  and  what  was  not  appealing  to  customers." 

Ultimately,  the  solution  helped  align  marketing  with  the  strategic  priori¬ 
ties  of  HP  —  earning  marketing  an  influential  position  in  the  boardroom. 


Marketing  is  now  responsible  for  leading  and  synthesizing  HP's  long- 
range  plan.  "Marketing  is  at  the  strategic  table  at  all  times  and 
constantly  brings  the  voice  of  the  customer  to  bear  in  every  decision 
that  we  make  as  a  company."  says  Winkler. 

Now,  HP  and  Siebel  Systems  are  working  together  to  bring  to  market 
a  breakthrough  Insight-Driven,  Closed-Loop  Marketing  solution.  They 
offer  an  integrated  packaged  software,  services  and  infrastructure  solu¬ 
tion  that  leverages  the  success  and  experience  at  HP.  Marketing  organi¬ 
zations  now  have  a  new  option  to  improve  effectiveness,  accountability 
and  control  while  reducing  costs,  risks  and  time  to  market. 


It  all  comes  down  to  winning  results. 


"In  the  end,  our 
annual  marketing 
spend  has  been 
reduced  by 
15 percent,"  Winkler 
boasts.  "At  the  same 
time,  we  have  been 
able  to  double  our 
spend  in  advertising 
for  brand  and 
demand  generation." 

—  Mike  Winkler, 
Executive  Vice  President, 
Customer  Solutions  Group,  HP 


siebel 

lav.nl  ITS  ML  ABOUT  THE  CUSTOMER 


To  learn  more  about  HP’s  successful 
reinvention  of  marketing  and  how  Siebel 
and  HP  can  help  you  achieve  break¬ 
through  marketing  results,  simply  visit 
www.siebel.com/marketing-hp 
or  call  us  at  800-307-2181. 
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INNOVATION 


::  Technology 


Companies  are  tapping  into 

a  new  generation  of  idea-management 

tools  in  search  of. . . 


BRAINSTORM 


By  Fred  Hapgood 


SCI-FI  FANS  LIKE  TO  speculate  about  the  coming  of  The  Singularity — 
the  day  when  the  accelerating  pace  of  change  goes  vertical  and  everything  around  us 
becomes  radically  unknowable.  For  some  this  is  a  frightening  prospect,  but  marketers 
will  probably  just  shrug.  What  else  is  new? 

Today,  every  marketing  function  seems  to  be  in  constant  tumult,  thanks  to  a  swirl  of 
internal  and  external  forces.  Follow  the  path  of  audio  content  distribution,  for  instance, 
as  it  catapults  into  areas  such  as  satellite  radio,  ubiquitous  wireless  data,  multi-gigabyte 
portable  audio  players  and  spread-spectrum  broadcasting.  For  an  advertiser,  who  knows 
where  all  this  is  going?  And  that's  just  one  case.  You  can  tell  the  same  story  in  media 
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INNOVATION 


::  Technology 


planning,  creative  design,  customer  support:  Every  aspect  of  the  business 
is  running  in  white  water.  Surviving  chaos,  pundits  and  practitioners 
contend,  requires  a  steady  stream  of  innovation.  T  raditionally,  such  inno¬ 
vation  is  ad  hoc:  Someone  has  a  bright  idea  and  then  sets  about  selling  it, 
or  a  problem  arises  and  a  manager  throws  resources  at  it.  A  more  contem¬ 
porary  twist  is  to  introduce  new  techniques  into  the  actual  process  of 
innovation.  The  idea  is  to  "operationalize"  innovation,  making  it  as  rou¬ 
tine  a  part  of  the  workflow  as  running  the  loading  dock. 

This  approach,  known  as  idea  management,  is  increasingly  seen  as  a 
key  element  in  the  structure  and  survival  of  the  21st-century  corpora¬ 
tion.  "GM  is  not  behind  because  its  people  lack  ideas,"  says  John  Judge, 
managing  director  of  Cambridge  Consulting  Solutions,  an  innovation  and 
marketing  consultancy.  "GM's  problem  is  idea  management." 

This  new  field  has  encouraged  the  creation  of  a  special  category  of  soft¬ 
ware.  Idea  management  applications  help  companies  gather,  filter,  dis¬ 
tribute  and  implement  new  ideas.  They  expose  problems  or  challenges  to 
the  widest  possible  constituencies  and  simplify  the  categorization  of  the 
responses.  They  route  these  ideas  to  the  right  reviewers  and  support  feed¬ 
back  and  collaboration  among  participating  managers.  They  help  compa¬ 
nies  control  intellectual  property,  manage  product  portfolios,  determine 
the  financial  impact  of  new  initiatives,  organize  research  and  archive  cam¬ 
paigns  to  provide  quick  reference  to  previously  submitted  ideas. 

While  the  category  sounds  complex,  the  overall  point  of  these  prod¬ 
ucts  is  fairly  simple:  to  speed  up  the  cycle  of  innovation,  thus  keeping  you 
one  step  ahead  of  the  grim  forces  of  commoditization. 

THE  POWER  OF  SUGGESTION 

Robert  Bosch  Tool  manufactures  a  complete  line  of  corded  and  cordless 
power  tools.  Completeness,  of  course,  is  a  moving  target,  and  specific 
niches  are  always  opening  and  closing.  When  Bosch's  marketing  team 
identifies  a  new  opportunity,  it  likes  to  call  for  suggestions  from  the  Bosch 
workforce,  many  of  whom  are  highly  skilled  and  tool-oriented. 

The  employee  responses  tend  to  come  in  quickly,  with  half  arriving  in 
the  first  couple  of  days  of  a  new  campaign  query,  according  to  Peter  Neu¬ 
mann,  the  company's  innovation  manager.  This  places  a  premium  on  rapid 
evaluation,  a  need  that  helped  convince  Bosch  to  install  the  enterprise 
version  of  Brightidea's  On-Demand  Innovation  Management  Suite.  Neu¬ 
mann  particularly  likes  a  feature  in  the  software  that  enables  campaign 
managers  to  rate  ideas  quantitatively  on  predefined  measures  such  as 
manufacturing  costs  or  time  to  market.  The  program  then  keeps  a  run¬ 
ning  total  of  the  cumulative  scores  of  all  the  ideas  in  a  campaign,  making 
it  easy  to  see  at  any  point  which  ones  are  the  most  attractive. 

Like  Bosch,  Georgia-Pacific  has  found  it  useful  to  publish  idea  chal¬ 
lenges  to  its  workforce.  With  55,000  employees  worldwide,  soliciting  sug¬ 
gestions  can  be  complicated.  But  idea  management  tools  make  it  possible 
for  every  interested  constituency  to  participate  in  these  challenges,  says 
Cedric  Steele,  the  company's  director  of  insights  and  innovation.  "You  can 
reach  people  across  disciplines,  in  remote  facilities,  in  mills  and  plants,  at 
home  and  anywhere  in  the  field,"  he  observes. 

For  the  past  two  years,  the  paper  and  building  products  manufacturer 
has  been  using  Imaginatik's  Idea  Central  software,  and  15,000  employees 
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have  participated  in  the  challenge 
system.  Recently,  a  suggestion  made 
in  a  campaign  allowed  Georgia- 
Pacific  to  shave  several  cents  off 
every  cardboard  toilet  paper  core, 
which  in  that  business  is  epic. 

Steele  cautions  that  to  be  suc¬ 
cessful,  idea  management  tools 
require  a  strong  internal  facilita¬ 
tor,  either  a  person  or  a  committee, 
with  the  enthusiasm  and  clout  to 
push  the  winning  ideas  through 
the  necessary  approval  channels. 
Imaginatik's  cofounder  and  CEO, 
MarkTurrell,  agrees. 

'The  old-linesuggestionboxsys- 
tem  was  usually  run  by  somebody 
from  HR,"  he  says.  "Typically  that 
person  didn't  have  any  idea  what 
the  suggestion  was  about  and  had 
no  influence  with  the  people  who 
did."  The  result  was  that  lots  of 
good  ideas  were  just  lost.  If  the 
process  isn't  plugged  into  some¬ 
one  with  the  standing  to  champion 
winning  ideas  internally,  then  the 
best  tools  will  have  little  effect. 

PUBLIC  DISPLAYS 
OF  INNOVATION 

Bosch  and  Georgia-Pacific  have 
focused  their  idea  management 
efforts  on  internal  employees. 
Other  organizations  have  opened 
up  campaigns  to  the  public.  The 
International  Olympic  Committee 
(IOC)  launched  such  aproject  three 
years  ago  when  it  asked  Richard 
Pound,  a  sitting  member  and  for¬ 
mer  chair  of  the  IOC's  Marketing 
Commission,  to  look  into  changing 
the  perception  among  some  poten¬ 
tial  host  cities  that  the  Olympics 
was  a  high-cost  endeavor  that 
demanded  unnecessary  infra¬ 
structure  improvements. 

Pound  understood  that  a  com¬ 
plicated  event  such  as  the  Olym¬ 
pics  has  thousands  of  cost  drivers, 
some  in  quite  specialized  contexts, 
all  with  their  own  story.  He  knew 


IDEA 

SAMPLER 

Here  are  some  idea  management 
tool  providers,  their  self-pro¬ 
claimed  distinguishing  factors, 
and  any  pricing  models  they  were 
willing  to  disclose: 

MindMatters  Technologies 

us-mindmatters.  com 
The  company's  Innovation 
Enterprise  Management  System 
includes  features  for  protecting 
intellectual  property.  MindMat¬ 
ters  partners  with  a  third  party  to 
certify  the  development  of  ideas, 
providing  a  trusted  audit  trail  in 
case  of  patent  challenges.  Costs 
for  the  suite  range  from  $4,000  to 
$5,000  a  month. 

Brightidea  brightidea.com 
Its  On-Demand  Innovation  Man¬ 
agement  Suite  is  based  on  what 
Brightidea  officials  call  "innova¬ 
tion  management":  expert 
searches,  research  blogs,  imple¬ 
mentation  tracking,  and  reward 
and  recognition  platforms.  Pricing 
is  per  participant.  A  license  for 
500  users  costs  approximately 
$1,500  per  month. 

BrainBank  brainbankinc.com 
BrainBank's  Idealink  idea-man¬ 
agement  applications  include 
options  for  capturing  suggestions 
from  employees,  customers,  sup¬ 
pliers  and  shareholders.  Installa¬ 
tions  begin  at  about  $25,000. 

Imaginatik  imaginatik.com 
The  company  touts  the  evalua¬ 
tion  features  of  its  Idea  Central 
software,  including  modules 
that  allow  a  distributed  collab¬ 
oration  to  review  and  process 
more  than  1 00  ideas  an  hour. 
Costs  for  a  1 ,000-employee  shop 
might  range  from  $40,000  to 
$100,000  a  year.  -F.H. 


NOW  THERE  IS  AN  EASIER 
WAY  TO  GAIN  INSIGHT 


Bringing  More  Marketing  Professionals  Inner-Peace  Every  Day 


Customizable,  automated  marketing  dashboards 

•Monitor,  measure  and  analyze  traditional  media,  blogs 
and  online  discussion 

•  Gain  immediate  insight  on  competitors,  corporate  reputation, 
consumer  behavior,  campaigns  &  events,  product  launches, 
brand  equity,  digital  influencers  and  more 
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hile  the  category 
sounds  complex,  the  overall  point  of  idea  management  products 
is  fairly  simple:  to  speed  up  the  cycle  of  innovation. 


he  needed  a  way  to  expand  the  universe  of  idea  contributors  while  con¬ 
trolling  the  volume  and  diversity  of  the  expected  flood  of  suggestions. 

To  help  with  the  project,  Pound  approached  an  idea  management  com¬ 
pany  called  BrainBanlc,  which  implemented  its  Idealink  product  on  the 
IOC's  website  and  solicited  responses  from  sponsors,  organizers,  athletes, 
fans,  officials  and  other  visitors.  Each  was  asked  to  organize  his  ideas  by 
choosing  standardized  descriptors  and  category  names  from  a  series  of 
lists.  The  predefined  categories  made  it  possible  to  organize  the  volume 
quickly  by  routing  every  idea  to  the  right  person  or  committee.  Thou¬ 
sands  of  responses  came  back.  Pound  would  not  disclose  how  many  work¬ 
able  ideas  resulted  from  the  campaign,  though  he  does  cite  one  example:  an 
ingenious  but  very  complex  suggestion  about  repackaging  event  sched¬ 
ules  to  improve  facilities  utilization.  "It's  just  amazing  what  is  out  there," 
he  says  of  the  public's  propensity  to  offer  good  ideas. 

TRIZ  THE  SEASON 

The  idea  management  process  described  so  far  focuses  on  managing  ideas 
that  are  assumed  to  have  been  formed  somewhere.  There  are,  however,  a 
number  of  emerging  techniques  that  address  the  invention  side  of  inno¬ 
vation.  Perhaps  the  most  powerful  of  such  systems  is  TRIZ  (the  acronym 
comes  from  the  Russian  for  "Theory  of  Inventive  Problem  Solving"). 

TRIZ  has  an  unusual  back  story.  It  was  developed  in  the  Soviet  Union 
by  a  patent  examiner  named  Genrich  Altshuller,  who  worked  for  the 
Soviet  Navy  in  the  years  just  after  World  War  II.  A  good  Communist  in 
spirit,  Altshuller  was  interested  in  finding  ways  in  which  ordinary  work¬ 
ers  could  innovate  at  will,  just  by  turning  the  crank  on  a  process.  Fortu¬ 
nately,  he  had  a  brilliant  mind  to  yoke  to  this  utopian  ambition  and  was 
able  to  develop  three  families  of  insights: 

■  Almost  all  technical  problems  (the  land  of  problem  whose  solutions 
get  patented)  can  be  reduced  to  one  or  more  conflicts  between  two  phys¬ 
ical  properties.  If,  for  instance,  you  are  trying  to  reduce  the  weight  of  a 
brick  without  compromising  structural  value,  the  conflict  is  between 
weight  and  strength.  Such  a  conflict  can  crop  up  in  just  about  any  field. 

■  Despite  all  the  patents  that  exist,  there  are  really  just  a  handful  of  solu¬ 
tions  to  these  conflicts:  replacing  single  expensive  parts  with  large  num¬ 
bers  of  cheap  ones,  for  example.  These  solutions  also  pop  up  across  a 
variety  of  fields.  The  conflicts  (as  Altshuller  defines  them)  that  plague  a 
distiller  of  Scotch  whisky  might  also  arise  in  paper  making  or  petroleum 
refining,  and  the  solutions  to  those  conflicts  might  be  the  same  in  all  three. 

■  Most  technologies  work  through  the  same  series  of  conflicts  in  the 
same  order.  Systems  evolve  from  rigid  structures  to  flexible  ones,  from  a 
few  large  components  to  many  small  ones,  from  lower  to  higher  levels 
of  precision  and  so  on,  regardless  of  whether  you  are  building  computer 
chips  or  cars  or  houses.  This  simplification  made  it  possible  to  see  not 
only  how  to  solve  problems,  but  also  which  aspects  of  a  technology  were 
problems  in  the  first  place  and  therefore  which  innovations  needed  to 
be  introduced  when. 


Unfortunately,  Altshuller's  ideas  never  went  far  in  his  lifetime.  He  did  a 
stint  in  prison  (Stalin  apparently  did  not  appreciate  Altshuller's  suggestions 
that  the  average  Soviet  worker  was  not  sufficiently  empowered).  Even  after 
his  release  in  1 955,  Altshuller  was  adamantly  against  commercialization  of 
his  ideas.  As  a  result,  TRI Z  lay  dormant  for  decades  before  making  its  way  out 
of  the  post-Soviet  rubble  and  into  the  West  in  the  early  1990s. 

The  first  North  American  company  to  commercialize  TRIZ,  Invention 
Machine,  was  formed  in  1993  by  an  emigre  and  former  student  of  Alt¬ 
shuller's  named  Val  Tsurikov.  Since  then,  the  system  has  been  gradually 
spreading  through  the  innovation  community,  with  a  cottage  industry 
of  consultancies  springing  up  around  it. 

One  such  company  is  Breakthrough  Management  Group  (BMG).  SLx 
years  ago,  Michael  Slocum,  the  company's  vice  president  of  innovation 
management,  began  working  with  OnTech  (at  the  time  called  Ontro)  on 
a  self-heating  coffee  can.  During  development,  the  team  was  concerned 
that  users  would  pop  the  can  and  drink  the  contents  without  waiting 
for  the  can  to  heat.  This  would  cause  the  empty  can  to  overheat,  because 
the  chemicals  generating  the  heat  had  nothing  to  pour  their  heat  into 
except  the  can  itself.  This  was  not  necessarily  a  huge  problem — the  con¬ 
tents  would  already  have  been  drunk — and  in  theory  the  problem  could 
have  been  addressed  with  warning  labels. 

However,  Slocum  knew  TRIZ,  and  TRIZ  told  him  that  compromises 
like  this — in  which  an  important  conflict  is  basically  avoided — are  unsta¬ 
ble.  They  are  a  gift  to  competitors,  however,  who  use  their  better  solution 
to  the  same  problem  as  marketing  leverage  for  second-generation  prod¬ 
ucts.  So  Slocum's  team  continued  to  work  until  they  found  a  better  solu¬ 
tion:  a  way  of  sealing  off  the  can-opening  tab  with  a  temperature- 
sensitive  adhesive  that  prevented  access  until  the  contents  were  heated. 
The  first  self-heating  latte  was  released  earlier  this  year  under  the  Wolf¬ 
gang  Puck  brand. 

Slocum  is  so  high  on  TRIZ  that  he  confidently  predicts  the  technique 
"will  become  as  important  in  the  management  and  analysis  of  innova¬ 
tion  as  Six  Sigma  has  in  quality  control." 

What  else  does  the  future  hold  for  these  applications?  One  possibility 
is  the  development  of  strategic  innovation  pathways — systems  for  plan¬ 
ning  innovations  years  ahead.  Another  is  the  tighter  integration  of  spe¬ 
cialists  throughout  the  enterprise  (such  as  accountants)  in  every  phase 
of  the  idea  management  cycle.  Some  experts,  such  as  John  Gabrick,  CEO 
and  founder  of  MindMatters  Technologies,  also  predict  the  melding  of 
invention  platforms  such  as  TRIZ  with  idea  management  programs. 

As  these  products  evolve,  enterprises  in  every  sector  stand  to  become 
ever  more  responsive  and  creative.  From  there,  who  knows?  The  quick¬ 
ened  pace  of  these  changes  might  even  bring  about  The  Singularity.  But  if 
they  do,  they  might  also  allow  companies  to  weather  it.  • 


Fred  Hapgood  is  a  freelance  writer  based  in  the  Boston  area.  Send  comments  to 
cmofeedback@cxo.  com . 
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Yo u ' ve  got  yo u  r  seat  at  th e  ta b I e.  Ca n  you  kee p  it? 

|Hk  By  Rob  O'Regan 


Permit  us  to  offer  these  words  of  advice 
toCMOs:  Be  careful  what  you  wish  for. 

You  see,  as  our  June  2005  "CMO  RealityCheck"  survey  indi¬ 
cates,  the  influence  of  the  top  marketing  chief  in  many  organiza¬ 
tions  is  increasing — news  that  no  doubt  will  warm  the  hearts  of 
CMOs  everywhere  who've  been  craving  a  seat  at  the  executive 
management  table. 

But  with  that  rising  profile  comes  a  much  larger  and  poten¬ 
tially  more  daunting  set  of  challenges.  No  longer  is  the  CMO 
focused  solely  on  driving  the  next  media  buy  or  PR  campaign. 
Our  survey  shows  that  the  CMO's  primary  challenges  reflect 
not  just  marketing  but  the  very  essence  of  business:  commoditi¬ 
zation,  new  and  more  innovative  competitors,  and  overall 
economic  conditions. 

Commoditization  and  competitors'  ability  to  quickly  copy 
new  ideas  is  the  heart  of  the  strategic  marketing  challenge,  says 
Mike  Cucka,  a  partner  with  Group  1066,  a  marketing  strategy 
consultancy.  "How  do  you  position  the  company  so  that  it's  dif¬ 
ferentiated  from  competitors?"  he  asks. 

Only  30  percent  of  marketing  executives,  however,  said  they 
are  adequately  prepared  to  deal  with  those  challenges.  The  great¬ 


est  barriers  to  their  effectiveness:  lack  of  time  for  strategic  think¬ 
ing  and  planning  (24  percent),  inadequate  budgets  (21  percent) 
and  a  lack  of  alignment  between  business  goals  and  marketing 
efforts  (10  percent). 

Priorities  for  the  coming  year?  The  top  three  are  driving 
revenue  growth  (cited  by  48  percent  of  respondents  as  a  top  prior¬ 
ity),  customer  acquisition/retention/satisfaction  (36  percent) 
and  driving  innovation  (27  percent). 

But  if  attracting  and  retaining  customers  truly  is  a  priority, 
CMOs  may  want  to  get  in  front  of  their  customers  more  fre¬ 
quently.  When  asked  how  much  time  they  spend  with  cus¬ 
tomers,  nearly  half  of  the  respondents  reported  spending  six  or 
fewer  hours  per  month  with  the  folks  who  buy  their  products  or 
services.  Only  17  percent  said  they  spend  more  than  20  hours  a 
month  with  customers. 

A  dearth  of  direct  customer  contact  may  have  an  impact  on  the 
CMO's  devotion  to  strategic  thinking,  as  the  two  tend  to  go  hand 
in  hand,  says  Cucka.  'When  you're  sitting  in  a  meeting  with  a  cus¬ 
tomer,"  he  says,  "that's  when  you  start  to  develop  your  strategic 
vision." 

Read  on  for  more  of  the  June  2005  "CMO  RealityCheck"  sur¬ 
vey  and  find  the  full  results  online  at  www.cmomagazine.com. 


The  State  of  the  CMO 


More  than  three-quarters  of  the  respondents  to 
the  June  2005  "CMO  RealityCheck"  survey  indicated  that  senior  management  has  confidence 
in  their  marketing  leadership.  Perhaps  as  a  result  of  that  support,  most  CMOS  claimed  their 
organizational  influence  is  increasing,  with  78  percent  saying  their  role  in  driving  or  enabling 
business  innovation  is  more  important  than  it  was  in  the  prior  year.  That  influence  is 
permeating  product  development,  with  more  than  half  the  CMOS  citing  marketing's  influence 
on  product  development  in  their  organization. 


LEADERSHIP 

k.  A 


For  CMOS,  broader 
influence  leads  to 
bigger  challenges... 


said  senior  management 
has  confidence  in  their 
marketing  leadership. 


NEW  PRODUCTS  BENEFIT 
FROM  MARKETING'S  GUIDANCE 

Rate  marketing's  influence  on  product  development/ 
R&D  at  your  organization. 


No  Minor  Neutral  Moderate  Significant 

influence  influence  26%  influence  influence 

5%  14%  29%  24% 


CMOS  NEED 
TO  CONTINUE 
TO  MANAGE  UP 

Which  C-level 
relationship  do  you 
need  to  improve 
the  most? 


THE  ROLE  OFTHE  CMO— AND 
MARKETING— IS  CHANGING 

The  marketing  function  is  changing,  and 
my  challenge  is  to  define  its  place  within 
my  organization. 


TOP 

10 


BARRIERS 
TO  CMOS' 

SUCCESS 

What  is  the  biggest  barrier  to  your 
effectiveness  in  your  role  right  now? 


1  Lack  of  time  for  strategic  thinking/planning 

2  inadequate  budgets 

3  Lack  of  alignment  between  business  goals  and  marketing  efforts 

4  Difficulty  in  proving  the  value  of  marketing 

5  Risk  and  uncertainty  due  to  volatile  economic  conditions 

6  Lack  of  support  from  CEO/senior  management 

7  Unrealistic  expectations  from  senior  management 

8  Overwhelming  pace  of  technology  change 

9  Inability  to  wield  effective  influence/negotiate 

10  Favorable  terms  with  vendors 


■ 


Strongly  Disagree  Neutral 
disagree  11%  24% 

7% 


Agree 

36% 


I 

Strongly 

agree 

22% 


78 


% 


said  the  role  of  marketing  is  more 
important  than  it  used  to  be  when 
it  comes  to  business  innovation. 
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SPENDING  AND  MEASUREMENT 


. .  .as  the  marketing  mix  shifts. . . 

SPENDING  PRIORITIES  HAVE 
THEIR  UPS  AND  DOWNS 

Indicate  the  likely  direction  of  your 
spending  on  the  following  marketing 


NOTE;  RESPONDENTS  PROVIDED  INFORMATION  ONLY  WHERE  APPLICABLE  TO  THEIR  ORGANIZATIONS 


Said  marketing 
metrics  are  not 
inhibiting 
creativity  at 
their  companies. 


TOP 

10 


MARKETING 

METRICS 

What  ROI  metrics 
do  you  track? 


1  Customer  satisfaction 

2  Website  traffic 

3  Market  share 

4  Feedback  from  sales 
and  channel  groups 

5  Advertising  effectiveness 

6  Qualified  leads 

7  Brand  awareness 

8  Revenue  impact  of  select 
marketing  programs 

9  Customer  churn 

10  Revenue  impact  of  all  marketing 
programs 


! 


THE  PURSE  STRINGS  ARE  OFTEN  CENTRALLY  CONTROLLED 


Who  controls  marketing  spending? 


Centrally 
controlled  by 
marketing 
organization 


Directly  controlled 
by  business  units  or 
functions 


Blended  control 
by  marketing 
and  business 
units  or  functions 


No  Answer 


1% 


expected  that 
control  over 
marketing 
spending  will  not 
change  in  the 
next  12  months. 


METHODS  FOR 
MEASURING 
PERFORMANCE 

Of  the  metrics  you 
use,  which  are 
most  effective? 

1  Customer  satisfaction 

2  Qualified  leads 

3  Market  share 

4  Customer  churn 

5  Revenue  impact  of  all  marketing 
programs 


■ 
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COMPETITION  AND  CUSTOMERS 


. .  .and  CMOS  struggle  to  stay  ahead  of  the  curve. 


MARKETING 
CHALLENGES 

What  are  the  key 
external 
challenges  you 
will  face  in  the 
next  12  months? 

1  New  competition 

2  Commoditization 

3  Economic  conditions 

4  More  innovative  competitors 

5  Market  fragmentation 


TOP 

5 


PREPARATION  ISTHE  KEY  TO  SUCCESS 

How  prepared  are  you  to  deal  with  these  challenges? 


Very  well-prepared 


5% 


Well-prepared 


Moderately  well-prepared 


Not  well-prepared 


No  answer 


53% 


12% 


TOP 

10 


PRIORITIES 

FORTHEYEAR 

AHEAD 

What  are  your 
marketing 
priorities  in  2006? 


1  Drive  revenue  growth 

2  Customer  acquisition/retention/ 
satisfaction 

3  Drive  innovation 

4  Align  the  marketing  function 
with  business  goals/strategy 

5  Drive  new  product  development 


FEWERTHAN  HALF  OF 
CMOS  SAYTHEIR 
COMPANIES  ARE  IDEA 
LEADERS 

How  would  you  rate  your 
company  in  terms  of 
innovation  relative  to  your 
competition? 


35%  About  the  same 

44% 


3% 


spent  on  average  six  hours  or  less  a  month 
with  customers.  Seventeen  percent  said  they 
spend  more  than  20  hours  a  month  with 
customers. 


6  Measure  marketing  program 
productivity/ROI 


7  Cross-functional  coordination 

8  Strategic  planning  and  portfolio 
management 

9  Enhance/increase  the  usage  of 
interactive  marketing  programs 

10  increase  the  marketing  budget 


METHODOLOGY 

The  "CMO  RealityCheck"  survey  was  conducted  from  May  1 3  through  June  1 , 2005,  with 
subscribers  to  CMO  invited  to  take  the  survey  via  e-mail.  Results  shown  here  are  based  on 
the  responses  of  31 1  marketing  executives.  Not  all  respondents  answered  every  question. 
Respondents  represented  a  broad  range  of  industries  including  manufacturing  (17%), 
computer-related  (1 3%),  finance  (10%),  medical/dental/health  care  (7%),  wholesale/retail/ 
distribution  (6%)  and  publishing  (6%).  Our  questionnaire  was  developed  in  partnership 
with  Group  1 066,  a  marketing  strategy  consultancy.  Responses  may  not  add  up  to  1 00% 
due  to  rounding. 
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The  Old  New  Thing 

Peter  Drucker  was  right:  It's  still  all  about  marketing  and  innovation 

BY  DAVTDRE:  IB  STEIN 


WHEN  PETER  DRUCKER  WROTE  decades  ago  that  the  business 

enterprise  has  two  basic  functions — marketing  and  innovation — who 
knew  how  much  his  musings  would  underscore  the  current  relationship 
between  the  two  in  creating  value  for  an  enterprise? 

In  the  past  few  years,  my  experience  in  worldng  with  CMOs  through 
the  CMO  Council  Summit  led  me  to  the  following  convictions  about  the  link  between  market¬ 
ing  and  innovation: 

•  CMOs  are  under  pressure  to  deliver  organic  growth,  so  innovation  has  become  a  priority. 

•  Incremental  innovation  isn't  enough  to  meet  the  growth  agenda. 

•  Leading  CMOs  are  reorienting  their  organizations  to  focus  on  more  substantial  innovation. 
Although  innovation  is  an  imperative,  many  marketers  are  not  confident  about  their  abil¬ 
ity  to  deliver  it.  Let's  explore  the  underlying  marketplace  dynamics  that  are  making  innova¬ 
tion  increasingly  crucial,  and  what  CMOs  should  be  doing  to  embrace  the  opportunity  they 
have  to  innovate. 

CMOs  are  facing  their  own  "perfect  storm"  of  three  factors  coming  together  and  forcing 
marketers  to  embrace  innovation  on  a  grander  scale.  First,  most  CMOs  find  themselves  in  low- 
growth  markets.  The  days  of  double-digit  sales  and  revenue  growth  show  no  signs  of  returning 
anytime  soon,  with  the  exception  of  a  few  industries  (or  countries). 

Second,  globalization  and  its  influence  on  the  marketplace  are  creating  an  environment  in 
which  many  businesses  cannot  sustain  their  pricing.  If  your  pricing  model  is  not  feeling  the 
effects  ofglobalization  today,  it  will  soon. 

Third,  as  we  have  often  heard,  traditional  marketing  tools  and  tactics  are  becoming  less  effec¬ 
tive.  Technology-enabled  consumers  are  proving  to  be  less  responsive  to  marketing  offers,  and 
they  have  assumed  much  greater  control  of  their  dialogue  with  companies. 

Marketers,  therefore,  must  address  both  an  increasingly  competitive  environment  and  a 


more  elusive  customer.  Doing  so  requires 
high  levels  of  innovation.  That's  what  Proc¬ 
ter  &  Gamble  used  to  navigate  out  of  its  own 
perfect  storm. 

On  March  7, 2000,  P&G  shares  fell  nearly 
$27  after  the  company  announced  its  second 
consecutive  quarter  of  earnings  shortfalls. 
This  marketing-led  enterprise  had  lost  its 
way.  In  order  to  revive  its  organic  growth, 
P&G  management  concluded  it  needed  to 
transform  its  brand.  Let's  look  at  three  strate¬ 
gies  that  powered  P&G's  brand  turnaround 
(and  can  power  yours). 

Narrow  the  focus.  When  P&G's  growth 
was  robust,  it  made  sense  for  the  marketing 
group  to  oversee  activities  such  as  artwork 
development.  But  when  growth  slows  and 
the  focus  turns  to  brand  transformation, 
those  activities  are  best  moved  to  third  par¬ 
ties  or  to  other  parts  of  the  organization. 
Have  you  eliminated  any  activities  that  are 
not  core  to  driving  innovation? 

Create  big  ideas  for  big  brands.  The 
downturn  in  P&G's  business  followed  a 
period  of  brand  diffusion.  The  company  con¬ 
centrated  its  transformation  efforts  on  a 
smaller  set  of  billion-dollar  brands — the 
most  important  brands  in  its  portfolio.  Are 
your  innovation  efforts  spread  out  over  too 
many  products? 

Execute  across  the  customer's  total 
brand  experience.  Recognizing  the  increased 
concentration  of  power  among  retailers, 
P&G  shifted  resources  to  support  cus¬ 
tomers'  in-store  experience — not  just  their 
experience  after  they  purchased  the  prod¬ 
uct.  This  was  a  radical  change  from  P&G's 
traditional  brand  management  approach, 
and  it  led  to  breakthrough  innovations 
such  as  a  new  category  under  the  Crest 
brand  called  Whitestrips. 

These  three  elements  were  critical  to  the 
brand  transformation  that  helped  return 
P&G  to  robust  growth.  P&G's  experience  is 
both  a  story  of  caution  (it  can  happen  to 
anyone)  and  one  of  encouragement.  Peter 
Drucker's  words  have  never  been  more  rele¬ 
vant  than  they  are  today.  • 


David  Reibstein  is  a  managing  director  with  CMO 
Partners  and  the  William  S.  Woodside  professor 
and  professor  of  marketing  at  University  of 
Pennsylvania's  Wharton  School.  Send  comments 
to  cmofeedback@cxo.com. 
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ILLUSTRATION  BY  ALEX  NABAUM 


THE  2005 


Marketing  Conference 

NOVEMBER  9-10,  2005  NEW  YORK  ^  THE  CMO  AS  CHIEF  GROWTH  OFFICER 


Chief  Marketing  Officers  and  senior  marketing  executives  will  gather  at  this  prestigious  forum  to 
discuss  marketing  and  growth  strategies.  The  program  focuses  on  three  important  themes: 

•  The  role  of  marketing  in  innovation  and  growth  and  how  CMOs  can  make  their 
companies  more  innovation-driven 

•  Customer  experience,  brand  loyalty  and  how  customer-centric  organizations  foster  growth 

•  Using  innovations  in  marketing  processes  to  streamline  organizations  and  gain  efficiency, 
contributing  to  profitability. 

Join  us  at  the  53rd  Marketing  Conference  to  hear  from  an  elite  group  of  marketing  and  business 
leaders  forging  new  strategies  and  marketing  and  transforming  their  organizations. 


Confirmed  Speakers  Include: 

Mark  Blecher 

Senior  Vice  President  of  Marketing 
Hasbro  Games 

Janice  Chaffin 

Chief  Marketing  Officer 

Symantec 

Scott  Fuson 

Chief  Marketing  Officer 
DowCorning 

Ed  Galla 

Vice  President,  Worldwide  Communications 
Xerox 


T.  Michael  Glenn 
Executive  Vice  President,  Market 
Development  &  Corporate  Communications 
FedEx  Corporation 

Diane  Gulays 

Chief  Marketing  and  Sales  Officer 
DuPont 

Kate  Hutchison 

Chief  Marketing  Officer 

Citrix 

Marise  Kumar 

Vice  President,  Business  Strategy  &  Core 

Competencies 

Whirlpool  Corporation 


Susanne  D.  Lyons 
Executive  Vice  President  and 
Chief  Marketing  Officer 
Visa  USA 

James  Richardson 
Senior  Vice  President,  Chief 
Marketing  Officer 
Cisco  Systems 

Robert  Schroko 

Vice  President,  Database  Marketing  /  CRM 
Saks  Fifth  Avenue 

Ed  Whitehead 

Chief  Marketing  Officer 

Lands'  End 


For  more  information  log  on  to 

www.  conference-boa  rd.org/marketi  ng .  ht  m 

or  call  Customer  Service  at  212  339  0345 


Pre-Conference  Seminar 

Marketing  Resource  Management 

November  8,  2005 

Conference 

The  2005  Marketing  Conference 

November  9- 1 0,  2005 

The  Waldorf=Astoria 

New  York,  NY 
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Succeeding  at  Failure 

Taking  chances— and  making  mistakes— is  crucial  to  innovation 

BY  RALPH  KEYES" 


ARE  THE  MOST  SUCCESSFUL  PEOPLE  in  business  those  most  deter¬ 
mined  to  succeed?  Not  necessarily.  In  some  ways  just  the  opposite  is  true: 
Those  who  focus  too  hard  on  succeeding  don't  do  as  well,  nor  innovate  as 
much,  as  those  who  can  tolerate  failure. 

Consider  Microsoft.  The  most  successful  corporation  of  its  time,  Microsoft 
is  also  a  citadel  of  failure.  The  company  blew  it  on  search  engines,  interactive  television,  an 
HTML  substitute  named  "Blackbird,"  and  a  user-friendlier  interface  called  "Bob."  Yet  all  of 
these  failures  pale  in  comparison  to  Bill  Gates's  many  spectacular  successes. 

As  Gates  and  other  innovators  recognize,  success  is  not  just  the  absence  of  failure.  On  the 
contrary:  Failure  can  build  an  excellent  foundation  for  success.  "The  fastest  way  to  succeed," 
said  IBM  founder  Thomas  Watson,  Sr.,  "is  to  double  your  failure  rate." 

Genuine  risk-takers  know  setbacks  are  part  of  the  creative  process.  Any  innovator  worthy 
of  that  name  accepts  that  success  is  the  exception,  failure  the  rule.  That's  why  those  who  are  too 
focused  on  succeeding  can't  innovate. 

A  study  of  109  successful  entrepreneurs  found  that  many  had  failed  at  one  or  more  busi¬ 
nesses  before  one  took  off.  And  the  vast  majority  said  that  if  their  current  venture  collapsed, 
they  would  start  another.  Do  you  see  the  mind-set  here?  It's  one  that  doesn't  just  avoid  mis¬ 
takes  but  actively  seeks  opportunities  to  make  them. 

In  a  world  changing  by  the  minute,  it's  innovate  or  die.  Innovation  requires  talcing  chances, 
making  mistakes,  winning  some,  losing  some.  It's  no  coincidence  that  Apple  has  consistently 
been  one  of  the  boldest,  most  innovative  companies.  It  is  the  home  of  not  only  the  phenome¬ 
nally  successful  iPod,  but  also  the  disastrously  unsuccessful  Newton.  Like  so  many  innova¬ 
tors,  Apple  head  Steve  Jobs  is  an  avatar  of  failure.  In  a  commencement  address  last  spring.  Jobs 
told  Stanford  graduates  how  valuable  he'd  found  it  to  be  canned  by  his  own  company.  "I  didn't 
see  it  then,"  he  explained,  "but  it  turned  out  that  getting  fired  from  Apple  was  the  best  thing  that 


could  have  ever  happened  to  me.  The  heavi¬ 
ness  of  being  successful  was  replaced  by  the 
lightness  of  being  a  beginner  again,  less  sure 
about  everything.  It  freed  me  to  enter  one  of 
the  most  creative  periods  of  my  life." 

Path-breaking  innovation  requires  a  fail¬ 
ure-tolerant  mind-set  like  that  of  Jobs.  How 
can  that  mind-set  be  encouraged?  When  I  ask 
business  leaders,  most  say  that  they  urge 
workers  to  take  more  risks.  This  approach  sel¬ 
dom  has  the  desired  effect,  and  for  good  rea¬ 
son.  "They  tell  us  to  take  more  risks,"  one 
middle  manager  told  me,  "but  you're  expected 
never  to  fail."  Without  proof  to  the  contrary, 
smart  employees  conclude  that  talcing  risks  is 
a  bad  career  move. 

How  can  that  way  of  thinking  be  changed? 
Create  an  atmosphere  in  which  employees 
won't  be  punished  for  taking  constructive 
risks,  even  ones  that  fail.  Rewarding  success 
and  penalizing  setbacks  sends  an  unmistak¬ 
able  message:  Don't  take  chances.  If  we  reward 
anything,  it  ought  to  be  daring. 

Encourage  the  type  of  productive  mistake¬ 
making  that  leads  to  innovation.  There's  no 
better  way  to  do  that  than  admitting  one's 
own  mistakes.  Onetime  3M  CEO  L.D.  DeSi¬ 
mone  never  hesitated  to  confess  that  he  tried 
to  block  the  development  of  Thinsulate. 
Luckily,  he  failed  and  the  lightweight  insu¬ 
lator  became  one  of  3M's  most  successful 
products.  His  candor  about  this  near-blunder 
told  3M'ers  in  eloquent  terms  that  it's  OK  to 
be  wrong,  and  even  better  to  admit  it.  No 
wonder  3M  has  such  a  longtime  reputation 
for  its  innovative  atmosphere. 

When  employees  see  their  working  envi¬ 
ronment  become  genuinely  rislc-friendly, 
they  begin  to  open  up,  take  chances,  unleash 
their  creativity,  develop  new  ways  of  doing 
business.  Innovation  follows. 

A  willingness  to  examine  both  successes 
and  setbacks  to  see  what  can  be  learned  is  at 
the  heart  of  enlightened,  innovative  leader¬ 
ship.  There  is  no  better  way — perhaps  no 
other  way — to  achieve  the  boldness,  innova¬ 
tion  and  vision  that  every  organization  needs 
to  stay  alive  and  flourish  in  the  21st  century.  • 

Ralph  Keyes  is  the  coauthor  of  The  Innovation 
Paradox  (formerly  titled  Whoever  Makes  the  Most 
Mistakes,  Wins).  He  writes  and  lectures  on  a  range 
of  topics,  including  "How  to  Fail  More  Successfully." 
Send  comments  to  cmofeedback@cxo.com . 
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Is  In  Your  Hands. 


Marketing  on  the  Verge 

ITSMA's  2005  Annual  Conference 

November  7-9,  2005  The  Charles  Hotel  Cambridge,  MA 


Join  ITSMA  and  marketing  leaders  from  across  the  technology  industry  to 
learn  what  it  takes  to  spark  purposeful,  systematic  innovation  and  lead  the 
business  in  a  climate  of  customer  control. 


•  y  Register  at  ITSMA.com  by  October  7  and  receive  a  10%  discount. 

Conference  speakers  will  discuss  how  to  spur  exceptional  results  through: 

■  Understanding  the  new  customer  dynamics 

■  Abandoning  the  command-and-control  mentality  in  favor  of 
connecting  and  collaborating  with  customers 

■  Rethinking  go-to-market  strategies  and  approaches 

•  Harnessing  new  techniques  for  interacting  with  stakeholders 

■  Strengthening  alignment  with  channels  and  partners 
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BEST  PRACTICE 

Future  Perfect 

Toys  "R"  Us  uses  marketing  mix 
modeling  to  fine-tune  media  plans 

Marketers  are  often  asked  to  predict  the  future,  when  in  truth  they 
have  a  hard-enough  time  understanding  the  past.  But  a  new  wave  of 
technology  is  tantalizing  companies  with  the  prospect  of  using  an 
organization's  historical  data  to  perform  feats  of  marketing  prog¬ 
nostication. 

Marketing  mix  modeling  (MMM)  systems  combine  predictive 
models  with  real-time  reports  to  forecast  the  effectiveness  of  mar¬ 
keting  activities.  Companies  typically  do  that  by  looking  at  past  data 
to  gauge  what  worked  and  what  didn't.  Under  more  traditional  track¬ 
ing  systems,  marketers  often  have  a  three-month  delay  between  cam¬ 
paign  and  results,  which  is  usually  too  late  for  a  company  to  fine-tune 
its  efforts.  With  MMM,  information  can  be  current,  even  forward- 
looking,  allowing  marketers  to  make  changes  on  the  fly. 

Amy  Parker  knows  well  the  benefits  of  marketing  mix  modeling. 
The  senior  vice  president  of  marketing  at  Toys  "R"  Us  spearheaded 
the  company's  MMM  process  shortly  after  she  arrived  in  2003.  "[The 
system]  provides  us  with  an  additional  tool  that  helps  us  make 
smarter  choices  about  our  marketing  mix,"  says  Parker.  The  company 
previously  relied  on  tying  standard  measures,  such  as  gross  sales  traf¬ 
fic  and  average  basket  size,  to  recent  media  buys  to  determine  the 
effectiveness  of  its  marketing  mix. 

The  Toys  "R"  Us  system,  which  comes  from  marketing  mix  mod¬ 
eling  provider  MMA,  allows  Parker  to  make  stronger  connections 
between  marketing  efforts  and  results,  especially  as  the  company's 
media  buy  becomes  more  complex.  "We  do  quite  a  bit  of  direct  mar¬ 
keting,  and  that's  very  easy  to  read  and  unravel,"  she  says.  "But  as  you 
add  broadcast  in  conjunction  with  other  things,  it's  much  more  diffi¬ 
cult  to  untangle."  Now  Parker  and  her  staff  can  tease  out  what-if 
scenarios. 


PLAY  IT  FORWARD: 
mmm  "helps  us  make 
smarter  choices  about 
our  marketing  mix," 
says  Amy  Parker,  senior 
VP  of  marketing  for 
Toys  "R"  Us. 


"If  we  wanted  to  shift  10  percent  of  our  spend  from  TV  to  radio,  we 
can  figure  out  the  impact  of  that,  what  happens  to  the  ROI,"  she  says. 
For  example,  a  fewyears  ago  Toys  "R"  Us  was  a  fairly  robust  advertiser 
on  children's  TV.  Prior  to  Parker's  arrival,  the  company  began  shifting 
its  TV  money  toward  thegeneral  market.  But  using  the  new  MMM  sys¬ 
tem  to  analyze  the  company's  historical  data,  Parker  was  able  to  deter¬ 
mine  that  children's  TV  was  an  efficient  means  of  Continued 
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improving  ROI  on  the  company's  overall 
TV  spend,  and  she  shifted  the  spend 
accordingly.  "Before,  we  had  to  experi¬ 
ment  broadly  by  making  changes  and 
then  seeing  what  happened,"  she  says. 
"Now  we  can  model  what  those  changes 
are  before  we  make  them  and  see  before¬ 
hand  what  could  happen." 

While  the  MMM  system  is  a  boon  to 
the  media  planning  process.  Toys  "R"  Us 
does  not  use  it  for  daily  marketing  opera¬ 
tions.  "You  need  large  quantities  of  data 
to  get  to  a  good  understanding  of  what 
you're  looking  at,"  says  Parker.  "There 
aren't  enough  events  in  our  schedule  or 
variability  in  what  we're  doing."  She  uses 
the  system  two  to  three  times  a  year  to 
review  data  and  look  at  planning  options. 

To  take  advantage  of  an  MMM  system, 
a  company  needs  to  ha  ve  its  data  house  in 
order.  "You  really  need  to  make  sure  your 
data  is  where  you  think  it  is,  and  that  it's 
cleaned  up,"  says  Parker. 

Although  Toys  "R"  Us  has  been  through 
some  well-publicized  transitions  recently, 
including  an  acquisition  by  an  investment 
consortium,  the  company's  most  recent 
financial  performance  has  been  in  the 
black.  But  did  the  pressures  of  those  tran¬ 
sitions  increase  the  need  for  greater 
accountability  from  the  company's  mar¬ 
keting  spend?  'We're  being  asked  in  this 
organization  to  deliver  more  from  an  ROI 
standpoint,"  says  Parker.  "We  view  mar¬ 
keting  mix  modeling  as  a  tool  to  help  us 
deliver  that."  -Christopher  Caggiano 


FOCUS  GROUPS 

Natural  Selection 

How  Pepsi  tapped  consumers  to  evolve  the  fittest  promotion 


Ever  focus-group  a  million  concepts  for  one 

campaign?  Pepsi-Cola  North  America  did. 

To  evaluate  in-store  promotions  linking  various 
drinks  and  snack  foods  with  popular  movies,  sports, 
music  and  games  last  summer,  a  unit  of  PepsiCo 
used  technology  from  Affinnova  to  tap  consumer 
feedback  on  dozens  of  promotional  elements,  from 
products  to  prices  to  prizes.  "With  most  technolo¬ 
gies,  you  can  test  three  or  so  levels  of  com¬ 
ponents, "says  Bill 
Bean,  Pepsi-Cola 
NA's  director  of 
customer  and 
channel  insights. 

"We  tested  over 
1  million  possible 
combinations." 

Affinnova  is  like 
a  focus  group  on 
steroids.  Its  tech¬ 
nology,  dubbed  IDEA 
(Interactive  Design  by 
Evolutionary  Algorithm),  marries  the  Internet  with 
concepts  from  evolutionary  theory  and  artificial 
intelligence  to  collect  and  analyze  consumer  prefer¬ 
ences  that  identify  the  "fittest"  prod  uct,  package, 
promotion  or  brand.  The  technology  is  part  of  a 
trend  toward  consumer-focused  innovation,  in 
which  customers  have  a  greater  voice  in  developing 
new  products  and  business  processes  when  they 
can  make  the  most  impact.  It  comes  at  a  time  when 
consumer  packaged-goods  companies  are  frus¬ 
trated  by  a  new-product-launch  failure  rate  that 
ACNielsen  pegs  at  80  percent. 


"Brands  need  to  involve  consumers  further  back 
in  ideation,"  says  Christine  Overby,  a  principal  ana¬ 
lyst  at  Forrester  Research. 

Pepsi  worked  with  Affinnova  to  identify  key  mar¬ 
ket  segments.  Willing  consumers  who  fitthe  desired 
profile  participated  in  a  20-minute  online  exercise. 

As  consumers  gave  feedback  during  the  exercise, 
IDEA  modified  the  questions  it  asked  and  the  ideas  it 

presented,  based  on  pre¬ 
vious  answers  by 
other  respondents.  So, 
for  example,  once  con¬ 
sumers  had  expressed 
a  preference  for  Fritos 
and  Mountain  Dew  at 
a  promotional  price  of 
$1.99  beneath  an 
image  from  Thelncredi- 
h/es,  the  survey  could 
delve  deeper  into  the 
price's  size  and  color. 
According  to  Bean,  this 
level  of  detail  is  impossible  to  test  through  tradi¬ 
tional  means— and  it  makes  all  the  difference  in  the 
cutthroat  world  of  in-store  promotions. 

The  result  was  a  series  of  promotions  that  took 
into  account  consumers'  preferences  for  various 
combinations  of  drinks,  snacks  and  movies.  People 
may  not  have  consciously  realized  that  Doritos, 
Sierra  Mist  and  Star  Wars  Episode  III:  Revenge  of  the 
Sith  were  a  perfect  combo,  while  The  Incredlbles 
went  better  with  Fritos  and  Mountain  Dew,  but  the 
success  of  the  resulting  in-store  promotions  verified 
their  selections.  -Steve  Ulfelder 


rolnsights 


What  happens  in  the  real  world 
is  completely  independent  of 

someone  who  comes  along 
and  measures  its  impact.” 

-TIM  AMBLER,  SENIOR  FELLOW,  LONDON  BUSINESS 
SCHOOL,  AND  AUTHOR  OF  MARKETING  AND  THE 
BOTTOM  LINE 


Executives  surveyed  who  said 
their  companies  will  increase 
spending  on  innovation  this  year, 
up  from  64%  in  2004. 

SOURCE:  BOSTON  CONSULTING  GROUP,  INNOVATION  2005 
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80%  of  wobcusl  viewers 


prefer  on-demand  delivery. 
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AccelaCast 

ON-DEMAND  RICH  MEDIA 

Use  it  to  truly  engage  your  target  audience. 

Join  President/CEO  Bill  Reinstein  in  this  new  program,  On-Demand  Rich  Media: 
The  next  generation  of  webcasting.  He’ll  tell  you  how  to  break  out  of  the  30-second 
“sound  bite”  mode  so  your  message  is  absorbed  and  understood.  You’ll  also 
learn  why  on-demand  rich  media  should  be  playing  a  role  in  your  communications 
strategy,  in  a  world  where  engaging  your  target  audience  is  the  name  of  the  game. 
AccelaCast  is  the  only  webcast  platform  and  registration  management  system 
tailor-made  for  interactive  marketing. 


Experience  the  AccelaCast  platform  by  watching  this  webcast  and  get 
our  free  white  paper,  Next  Generation  Webcasting. 

Visit  us  at  www.accelacast.com  or  call  Bill  Reinstein  at  508.303.9701. 
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COMMUNICATIONS 


BOOKS 


Get  Your  Motor 
Running 

Four  ways  to  ignite  fresh  thinking 

Got  new  ideas?  If  you're  serious  about  innovation,  you  need  fresh  ideas 
to  fuel  the  process.  But  in  today's  hectic  business  environment,  it's  not 
hard  to  get  sandbagged  by  the  day-to-day  challenges  of  marketing  man¬ 
agement  and  nearly  impossible  to  keep  up  with  every  development 
reshaping  our  world.  With  that  in  mind,  we've  reviewed  four  of  the 
more  intriguing  business  and  marketing  books  published  this  year. 


Blue  Ocean  Strategy:  How  to  Create  Uncontested 
Market  Space  and  Make  the  Competition 
Irrelevant,  by  W.  Chan  Kim  and  Renee 
Mauborgne  (Harvard  Business  School 
Press,  $27.95) 

"The  only  way  to  beat  the  competition  is  to 
stop  trying  to  beat  the  competition,"  Kim 
and  Mauborgne  write  in  Blue  Ocean  Strategy. 

The  authors  urge  looking  beyond  existing, 
highly  competitive  markets — or  "red 
oceans" — in  order  to  strategize  about  creat¬ 
ing  new,  uncontested  "blue  ocean"  markets. 

They  cite  examples  such  as  Yellow  Tail  (see 
Page  13)  and  Cirque  du  Soleil  (see  Page  16), 
which  successfully  redefined  the  circus 
experience  to  include  elements  of  theater 
and  eliminate  costly  animal  shows. 

Kim  and  Mauborgne  also  offer  a  num¬ 
ber  of  ways  to  seek  insights  that  may 
spark  innovation,  including  looking  at 
industries  that  provide  alternatives  to  a 
company's  product  or  service. 


FREAKONOMICS 


MMb  rl/JfcK 


A  WHOLE  NEW  MIND 


messages  is  one  no  marketing  strategist  should  forget:  the  impor¬ 
tance  of  understanding  what  the  numbers  are  really  telling  you.  As 
the  authors  observe,  "It  is  well  and  good  to  opine  or  theorize  about  a 
subject. ..but  when  moral  posturing  is  replaced  by  an  honest  assess¬ 
ment  of  the  data,  the  result  is  often  a  new,  surprising  insight." 

Brand  Hijack:  Marketing  Without  Marketing, 

by  Alex  Wipperfurth  (Portfolio,  $24.95). 

What's  a  "brand  hijack"?  According  to  marketing  consultant  Wipper¬ 
furth,  it's  "about  allowing  consumers  (and  other  stakeholders)  to 
shape  brand  meaning  and  endorse  the  brand  to  others."  In  other 
words,  brand  hijack  occurs  when  consumers  actively  help  define  a 
brand's  identity.  Examples  given  by  Wipperfurth  range  from  the 
renewed  popularity  of  Pabst  Blue  Ribbon  beer  among  subcultures  such 
as  bike  messengers,  who  spontaneously  adopted  it  on  their  own,  to  the 
launch  of  Crest  Whitestrips,  whose  availability  for  purchase  on  the 
Internet  months  before  the  retail  launch  helped 
shape  the  product's  marketing  campaign. 

Brand  Hijack  makes  a  provocative  argument 
for  a  more  consumer-driven  approach  to 
branding.  "The  era  of  the  media-savvy  con¬ 
sumer  dawned  long  ago,"  Wipperfurth 
writes.  "When  your  focus  group  can  identify 
your  marketing  strategy  (something  most  of 
us  have  experienced  to  our  amusement, 
embarrassment  or  shock),  it's  time  to  take 
the  next  logical  step  and  include  them  in  the 
creation  of  your  plans." 
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More  Reco 


Freakonomics:  A  Rogue  Economist 
Explores  the  Hidden  Side  of 
Everything,  by  Steven  D.  Levitt  and 
Stephen  J.  Dubner  (HarperCollins 
Publishers,  $25.95) 

Levitt,  a  University  of  Chicago  economics 
professor,  is  certainly  an  innovative 
thinker.  Freakonomics  is  an  iconoclastic 
analysis  of  topics  ranging  from  the  eco¬ 
nomics  of  crack  dealing  to  whether  sumo 
wrestlers  cheat.  Marketers  will  find  inter¬ 
esting  material  about  incentives,  selling 
based  on  the  honor  system,  and  the  way 
that  access  to  information  affects  and 
changes  markets  such  as  real  estate. 
What's  more,  one  of  the  book's  central 


Plenty  of  ink  has  been  spilled  on 
business  innovation.  Here  are  the  five 
top-selling  books*  atAmazon.com 

The  Innovator's  Solution:  Creating 
and  Sustaining  Successful  Growth 

Clayton  M.  Christensen,  Michael  E.  Raynor 
(Harvard  Business  School  Press,  $29.95) 

Seeing  What's  Next:  usingTheories  of 
Innovation  to  Predict  Industry  Change 

Clayton  M.  Christensen,  Erik  A.  Roth, 

Scott  D.  Anthony 

(Harvard  Business  School  Press,  $29.95) 

The  Innovator's  Dilemma 

Clayton  M.  Christensen 
(HarperBusiness,  $1 7.95) 

The  Art  of  innovation:  Lessons  in 
Creativity  from  IDEO,  America's 
Leading  Design  Firm 

Tom  Kelley  with  Jonathan  Littman 
(Currency,  $29.95) 

Harvard  Business  Review  on  innovation 

Various  authors 

(Harvard  Business  School  Press,  $19.95) 


A  Whole  New  Mind:  Moving  from  the 
information  Age  to  the  Conceptual  Age, 

by  Daniel  H.  Pink  (Riverhead  Books,  $24.95) 

Trying  to  think  about  broad  trends  that 
will  shape  the  economies  of  industrialized 
nations  in  coming  years?  Pick  up  A  Whole 
New  Mi nd.  Pink  argues  that  three  forces — 
he  dubs  them  "abundance,  Asia  and 
automation" — are  moving  the  economies 
of  the  United  States  and  other  developed 
nations  from  the  Information  Age  to  the 
"Conceptual  Age."  In  this  new  environ¬ 
ment,  left-brain  analytical  skills  will  no 
longer  be  enough,  according  to  Pink;  those 
who  rise  to  the  top  in  the  Conceptual  Age 
will  also  possess  right-brain  aptitudes  for 
design,  storytelling,  synthesis,  empathy, 
play  and  the  creation  of  meaning. 

Pink  is  at  times  a  tad  glib;  it's  not  clear, 
for  example,  why  he  thinks  good  design 
jobs  will  stay  in  the  United  States  over  the 
long  term  if  most  products  are  being  man¬ 
ufactured  in  Asia.  Overall,  however.  Pink's 
book  is  a  quick  read  that  will  stimulate 
your  thinking.  - Martha  E.  Ma  ngelsdorf 
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At  CMOmagazine.com,  you  can  read  the  entire  contents  of  the  magazine,  Web 
exclusive  columns,  a  daily  news  blog,  and  more.  Share  your  thoughts  and  read 
what  your  peers  have  to  say  about  the  issues  covered.  Interact  with  industry 
experts,  your  peers  and  the  CMO  editorial  team.  This  continuous  dialogue  brings 
to  light  key  issues  and  challenges  you  face  as  well  as  provides  strategic  best 
practices,  solutions,  and  ideas. 

Only  Online... 

»  Now  Playing 

A  daily  wrap  up  of  marketing  news. 

And  no,  it's  not  objective. 

»  Analysts’  Briefing 

Snapshots  of  the  latest  reports  and 
surveys  from  the  country's  most 
reputable  marketing  analysts. 

»  Collateral  Damage 
CMO  Senior  Writer  Constantine 
von  Hoffman  provides  a  refresh¬ 
ing  perspective  on  current 
marketing  topics,  served  weekly. 

»  CMO  Poll 

Express  your  opinion  through 
our  online  survey  and  get 
access  to  instant  results. 


»  CMO  Career  Counselor 
Ping  your  professional-develop¬ 
ment  questions  to  Gregory 
Welch,  senior  director  at  executive 
search  firm  Spencer  Stuart. 

His  focus  areas  include 
consumer  goods  manufacturers, 
hospitality  companies  and  a 
broad  range  of  retailers. 

»  Metrics:  Prime  Numbers 
Surveys,  reports  and  forecasts, 
without  the  hype. 

»  Lingo  Lab 

Keep  your  edge  with  a  glossary 
of  the  hottest  marketing 
buzz  words. 


CUSTOMER  INSIGHT? 


powe™£ffl 


IT  SOUNDS  SO  OBVIOUS:  Customer 
insight  is  simply  understanding  what  makes 
customers  tick,  right?  Not  so  fast.  Marketing 
gurus  say  there  is  a  higher  form  of  insight 
emerging,  one  that  holds  the  promise  of 
unlocking  additional  revenue  and  enhancing 
customer  loyalty.  In  its  most  evolved  state, 
customer  insight  means  taking  a  new  look  at  a 
customer  segment,  seeing  things  that  no  one 
else  has  noticed  and  then  turning  that  knowl¬ 
edge  into  competitive  advantage.  "It  is  a  fresh 
understanding  about  a  customer  that  is  not 
obvious  to  others,"  says  Mohanbir  Sawhney, 
the  McCormick  T  ribune  professor  of  technol¬ 
ogy  and  director  of  the  Center  for  Research 
and  Innovation  at  Northwestern  University's 
Kellogg  School  of  Management. 

What  is  an  example  of  customer 
insight  in  action? 

The  Apple  iPod  is  an  excellent  case  of  a  break¬ 
through  customer  insight,  says  Sawhney.  The 
innovative  personal  digital  music  player 
leveraged  two  important  phenomena.  First, 
consumers  adore  handheld  gadgets  that  give 
them  the  ability  to  spin  a  private  cocoon 
while  in  a  public  space.  Second,  digital  music 


was  a  megahit  in  search  of  a  legally  viable 
foothold  (as  shown  by  Napster's  wild  but 
short-lived  popularity).  After  poring  over 
trend  data  and  observing  consumer  behavior, 
Apple's  "aha!"  moment  was  seeing  that  a 
product  combining  a  personal  "bubble" 
with  portable  digital  music  would  serve 
an  untapped  need.  Throw  in  excellent 
design,  and  you've  got  a  sensation. 

Why  are  such  insights  gaining 
importance  now? 

Primarily  because  globalization  and  ever- 
increasing  competitive  pressures  are  lead¬ 
ing  to  faster-than-ever  commoditization  of 
products  and  services.  "Customer 

insights  have  the  potential  to  pro¬ 
vide  competitive  advantage  and 
differentiation,"  says  Sawhney. 
So  companies  such  as  Best  Buy 
are  actively  seeldng  a  better 
understanding  of  different  customer  seg¬ 
ments  in  order  to  match  their  offerings  to 
unarticulated  buyer  desires. 

How  do  marketers  prospect  for 
customer  insight? 

Customer  insights  derive  from  qualitative, 
not  quantitative  data,  according  to  Sawhney. 
"You  only  need  one  data  point  to  glean  a 
customer  insight,"  he  says.  For  example, 
primatologist  Jane  Goodall  had  only  to  see 
chimpanzees  using  sticks  to  "fish"  for  ants  to 
infer  that  chimps  use  tools.  Technology  can 
play  a  role:  Analyzing  customer  databases  can 
certainly  yield  value  and  validate  a  customer 
insight.  But  capturing  insight  is  largely  a  mat¬ 
ter  of  watching  and  listening  to  customers  in 
their  natural  environment.  This  observation 
has  to  be  carried  out  by  intelligent  human 
beings.  But  as  with  Goodall,  the  good  news  is 
you  don't  need  an  army  of  researchers  or 
reams  of  data  to  uncover  the  insight. 

is  better  service  one  of  the  objectives 
of  a  customer  insight  initiative? 

Not  necessarily,  according  to  Martha  Rogers, 


a  founding  partner  of  the  Peppers  &  Rogers 
Group,  a  customer-focused  consultancy.  "A 
lot  of  marketers  think  if  they  could  get  better 
customer  insight  they  could  improve  their 
service  and  customers  would  be  more  loyal. 
But  customer  insight  isn't  just  what  you  learn 
about  the  customer  this  minute.  It's  what  you 
remember  about  that  customer  and  apply  to 
future  interactions,"  she  says. 

Some  companies  knock  themselves  out 
to  provide  excellent  customer  service.  What 
they  don't  do  is  capture  what  they  learn 
about  the  customer  in  each  interaction  so 
that  knowledge  can  be  applied  thoughtfully 
to  the  next  exchange.  Case  in  point:  a  hotel 
that  offers  to  deliver  a  free  newspaper  to  a 
guest's  room  in  the  morning  but  fails  to 
remember  from  one  night  to  the  next  that 
the  guest  prefers  The  Wall  Street  Journal,  not 
the  local  daily. 

How  do  you  measure  the  ROI? 

When  you  begin  a  customer  insight  project, 
it's  important  to  remember  that  the  goal  is  not 
incremental  return  on  investment.  The  real 
value  of  such  an  initiative  lies  in  making  a 
major  leap  forward — such  as  the  iPod — that 
will  provide  the  business  with  significant 
competitive  advantage. 

-Lauren  Gibbons  Paul 


Marketing  and  brand  managers  who 
say  that  launching  new  products  is  a 
unique  skill  that  not  all  brand  man¬ 
agers  possess.  More  than  half  admit 
their  company  fails  to  dedicate  the 
resources  needed  to  develop  and 
launch  new  products. 

SOURCE:  MARKITECTURE 
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ALL  YOU  REALLY  NEED  TO  know 
about  serendipity  is  that  it's  responsible  for 
penicillin. 

In  fact — or  in  some  mythologized  version 
of  fact — serendipity  is  also  responsible  for 
dynamite,  nylon  and  Post-it  notes.  It's  why 
lisa  Laszlo  ended  up  in  Rick's  Cafe  Americain. 
And  a  buoyant  Archimedes  went  streaking — 
crying  “Eureka!" — through  the  streets  of 
ancient  Greece. 

Without  serendipity,  we  wouldn't  have 
X-rays,  maple  syrup,  arc-welding  or  sun¬ 
screen.  We'd  be  without  zippers,  Velcro,  Coke 
and  NutraSweet  (and  thus,  by  extension, 

Diet  Coke).  Serendipity  is  responsible  for  the 
Universal  Law  of  Gravitation.  For  Lennon 
and  McCartney.  Fora  smallpox  vaccine, 
microwaves,  batteries,  potato  chips  and  a 
little  blue  pill  for  baby  boomers. 

Bedouin  shepherds  went  looking  for  a  lost 
goat  and  found  the  Dead  Sea  Scrolls.  That's 
serendipity.  Accidental  wisdom.  Fortuitous 
discovery.  Stumbled-upon  innovation.  It's 
not  just  a  pretty  word;  serendipity  is  also  an 
important  species  of  progress. 

So  why  are  we  driving  it  to  extinction? 

That's  right.  We  are  clear-cutting  seren¬ 
dipity  from  existence,  paving  over  it  with 
our  technology,  gadgets,  software,  even  our 
mind-set. 

Of  course,  we  use  more  pleasant  euphe¬ 
misms  than  that.  Caller  ID  is  a  feature.  TiVo, 
cable  TV  and  satellite  radio  are  personalized 
and  on  demand.  GPS  is  one  kind  of  naviga¬ 
tion  tool,  Google  another.  CRM  software 
delivers  tailored  marketing.  Real  estate  web¬ 
sites  let  you  automate  your  preferences  and 
hone  your  search,  so  that  you  never  have  to 
look  at  any  houses  that  don't  meet  your 


•] 
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preselected  criteria.  Scien¬ 
tists,  engineers,  consultants, 
even  kids  thrive  in  this  era  of 
specialization.  It's  all  about 
efficiencies. 

Collectively,  we  call  this 
progress,  or  innovation  that 
upgrades  our  lives.  But  really,  it's  g 
the  systematic  removal  of  chance 
from  our  li  ves,  which  feels  like  a 
good  thing  because  we  tend  to  regard 
chance  merely  as  the  possibility  of  bad 
stuff  happening.  Yet  that's  only  half  of 
it.  The  other,  frankly  more  intriguing, 
half  of  it  is  that  chance  is  also  the 
possibility  of  good  stuff  happening. 

So,  yes,  you  can  eliminate  unsought 
music  from  your  day,  but  that  also 
scotches  any  unsought  but  important 
inspiration.  Maybe  you  can  block  tele¬ 
marketers,  but  then  maybe  you've  also 
screened  out  the  luckiest  phone  call  of 
your  life.  You'll  never  get  lost  driving  any¬ 
more,  but  also  you'll  never  happen  upon  that 
out-of-the-way  restaurant  where  you  meet 
your  future  spouse.  If  S.  Jocelyn  Bell,  a  grad 
student  in  astronomy  studying  quasars,  had 
stayed  inside  the  box,  she  would  have  ignored 
the  “scruff'  on  her  data,  which  turned  out  to 
win  a  Nobel  Prize — pulsars. 

For  reasons  undiscovered,  though,  the 
human  brain  seems  hardwired  to  dwell  on 
the  bathwater  and  connive  at  the  baby.  We 
presuppose  that  the  unknown  is  undesirable 
and  that  things  out  of  our  control  tend  not 
to  be  in  our  best  interest.  Sometimes — not 
always — this  is  true.  Serendipity  may  be  both 
elegant  and  significant,  but  it's  also  not  terri¬ 
bly  efficient.  For  every  Beatles,  there  are 


thousands  of  terrible,  failed 
garage  bands. 

So  in  this  age  of  hypereffi¬ 
ciency,  something  as  random 
as  serendipity  simply  must  be 
eliminated. 

In  its  place,  we're  erecting  a  pre¬ 
planned  sprawl  of  safety  and  pre¬ 
dictability.  We  yield  fewer  rewards 
this  way,  sure,  but  we  also  risk 
much  less  too.  We  trade  in  the  possibil¬ 
ity  of  a  penicillin  for  market  research 
that  indicates  consumers  will  buy 
another  allergy  medicine  targeted  at 
a  subdemographic.  We  give  up  a 
Casablanca  in  favor  of  prescreenings 
of  a  sequel,  which  ensure  a  profitable 
showing  to  males  15  to  24,  so  long  as  at 
least  13  things  blow  up  in  really  cool 
ways  and  Kirsten  Dunst  stars  in  it. 
Bedouins  put  RFID  tags  on  their  goats; 
they  don't  get  lost  anymore. 

In  short,  we're  building  the  infrastructure 
for  a  bland,  planned,  sadly  uninspired  world, 
where  progress  is  incremental  and  risk  is 
dodged.  If  serendipity  dies,  innovation  will  be 
synonymous  with  avoiding  mistakes.  It  will 
be  tiny  steps  for  men  and  no  giant  leaps  for 
mankind.  We  will  be  perfectly  safe  from  catas¬ 
trophe,  and  also  sublimity. 

Unless,  somehow,  we  reverse  ourselves. 
Turn  off  the  BlackBerry  for  a  while.  Wan¬ 
der — literally  or  in  our  minds — with  no 
particular  destination.  Embrace  a  little  ineffi¬ 
ciency  and  the  possibility  of  greatness  that 
comes  with  it.  Let  apples  fall  on  our  heads. 

We  can  still  save  serendipity,  if  we  just 
loosen  our  grip  some.  Shit  happens.  Rejoice. 

-Scott  Berinato 
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how  to  cultivate  brand  loyalty  through  quality  customer  relationships.  i 


A  pioneer  on  the  Internet,  1-800-FLOWERS.COM  is  now  a  leading  multichannel  retailer  with  more  than  4 

15  million  customers.  Brand  loyalty  -  rooted  in  personal,  one-to-one  customer  relationships  -  has  helped  the 
company  flourish.  And  that’s  where  SAS  comes  in.  With  SAS  business  intelligence  and  analytics  software,  I 

1-800-FLOWERS.COM  can  quickly  understand  customer  behaviors,  target  products  and  offers,  and 


predict  results  that  strengthen  its  overall  CRM  strategy.  The  result?  A  15  percent  increase  in  customer 
retention.  To  learn  more  about  1  -800-FLOWERS.COM  and  other  SAS  success  stories  that  go  Beyond  Bl ,M 


call  1  866  680  71 20  or  visit  our  Web  site. 

www.sas.com/flourish 
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